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SECURITIES ACT OF 1933 
Release No. 6319/June 2, 1981 


ADMINISTRATIVE PROCEEDING 
FILE NO. 3-6021 


In the Matter of 


the Registration Statement of 


SYNTHETIC FUELS, INC. 
1670 Broadway, Suite 3350 
Denver, Colorado 80202 


File No. S-70926-D 


FINDINGS AND STOP ORDER PURSUANT TO 
SECTION 8(d) OF SECURITIES ACT OF 1933, 
AS AMENDED 


On April 21, 1981 the Commission issued an 
Order Fixing Time and Place of Public Hearing 
Pursuant to Section 8(d) of the Securities Act of 
1933, as amended, to determine whether a stop 
order should issue suspending the effectiveness 
of the registration statement of Synthetic Fuels, 
Inc. (“Registrant”). 


In these administrative proceedings, Registrant 
has submitted an Offer of Settlement, which the 
Commission has determined to accept as appro- 
priate and in the public interest. Registrant, solely 
for the purpose of these proceedings and without 
admitting or denying the allegations of the staff of 
the Division of Enforcement in its Statement of 
Matters or the findings contained in this Order and 
on the understanding that nothing contained here- 
in constitutes an adjudication with respect to any 
matter referred to herein, consents to the entry of 
findings and an Order of the Commission sus- 
pending the effectiveness of the registration state- 
ment. Registrant has further undertaken, as a con- 
dition of its offer of settlement, to make corrective 
disclosure by delivering a copy of its most recent 
amended prospectus to all persons who, to its 
knowledge, received copies of the previous mis- 
leading prospectus and by delivering a copy of its 
most recent amended prospectus to any purchas- 
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er seventy-two hours prior to sending a confirma- 
tion to such purchaser. 


Accordingly, on the basis of the Statement of Mat- 
ters and the Offer of Settlement, the Commission 
makes the following findings: 


A. On February 13, 1981 Registrant filed a regis- 
tration statement under the Securities Act of 1933, 
as amended, and filed amendments on March 17, 
1981, March 20, 1981, April 28, 1981, May 4, 
1981, and May 20, 1981. 


B. The registration statements and the prospec- 
tuses of February 13, March 17 and March 20, 
1981 contained numerous references to the pro- 
posed construction of an ethanol plant. The refer- 
ences commented on the cost of the plant, the 
management of the plant, the plant’s annual pro- 
duction, the market area for production, and the 
land upon which the plant was to be built. The reg- 
istration statement represented that 42% of the 
$4.12 million of net proceeds of the offering was to 
be used to construct the ethanol plant in Rupert, 
Idaho to produce denatured ethanol for use in 
making gasohol. 


C. On April 8, 1981 at Denver, Colorado, a pur- 
ported ‘‘due diligence” meeting was held at which 
were present several hundred people. At the pur- 
ported due diligence meeting the following state- 
ments were made: 


1. The principal officer of OTC Net, Inc., 
the underwriter of this offering, referred 
to statements in the red herring pro- 
spectus distributed at the meeting about 
the construction of the ethanol plant 
and, in substance, told those present 
that management of the Registrant 
knew that the ethanol business was a 
risky business and that management 
was going to conduct studies to decide 
whether to go into the ethanol business; 


2. The principal officer of the Registrant 
made statements to the effect that the 
Registrant was currently involved in a 
study regarding the ethanol aspects of 
the offering and that the studies should 
be finished in two to three months; and 
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3. The principal officer of OTC Net, Inc. 
also told those present that the registra- 
tion statement was to become effective 
on Monday, April 13, 1981 and would be 
billed on Tuesday, April 14, 1981. 


D. Prior to this April 8, 1981 ‘‘due diligence” 
meeting, both the Registrant and the underwriter 
requested acceleration of the effective date of this 
registration statement to April 13, 1981. Repre- 
sentatives of the Registrant placed several calls to 
the staff of the Denver Regional Office from March 
20, 1981 up to and including April 8, 1981, re- 
questing acceleration to April 13, 1981. At no time 
between March 20 and April 8, 1981, did the Reg- 
istrant or Underwriter indicate that any further 
amendments would be made to the Registration 
Statement prior to April 13, 1981, even though the 
registration statement then on file was untrue, 
false and misleading in that it failed to accurately 
reflect the status of the proposed construction of 
the ethanol plant. 


E. On April 9, 1981 the staff of the Denver Re- 
gional Office contacted counsel for the Registrant 
and inquired, among other things, as to informa- 
tion regarding the investigation to be made before 
the ethanol plant was constructed; persons con- 
ducting the investigation; the schedule for comple- 
tion of the study; and determination of whether the 
ethanol plant would be built. 


F. On April 10, 1981 Registrant held a Board of 
Directors meeting in Washington, D. C. where the 
directors of Registrant voted both not to construct 
the ethanol plant and to file a third amendment to 
the registration statement setting forth, among 
other things, the Registrant’s decision not to con- 
struct the ethanol plant. The Board of Directors’ 
decision was made in concurrence with confer- 
ences with OTC Net, Inc. 


G. On April 14, 1981 counsel for Registrant deliv- 
ered a letter to the Denver Regional Office along 
with certain enclosures in response to the staff's 
request of April 9, 1981. In the letter, the staff was 
advised that the ethanol plant would not be con- 
structed and that amendment number three to the 
registration statement together with updated finan- 
cial statements would disclose this fact. 


H. On April 21, 1981 the Commission issued an 
Order Fixing Time and Place of Public Hearing 
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Pursuant to Section 8(d) of the Securities Act of 
1933, as amended, based on allegations by the 
Division of Enforcement in its Statement of Mat- 
ters, that the registration statement was untrue, 
false and misleading with respect to the construc- 
tion of the ethanol plant and the use of the pro- 
ceeds of the offering to construct the ethanol 
plant. 


|. The registration statement filed by the Regis- 
trant on February 13, 1981 and amended on 
March 17, 1981 and March 20, 1981, omitted to 
state material facts required to be stated therein or 
necessary to make the statements therein not mis- 
leading with respect to the following matters: 


1. The registration statement failed to 
disclose that studies were still under- 
way, the results of which would help de- 
termine whether the proposed ethanol 
plant would be built. 


2. The registration statement failed to 
disclose the plans for the use of the 
42% of the net proceeds if the ethanol 
plant were not constructed. 


3. The registration statement failed to 
adequately disclose that a significant 
portion of the proceeds; to wit, 42%, 
had not been allocated for use and that 
in effect this portion of the offering was 
a “blind pool.” 


J. On May 20, 1981, the Registrant filed its fifth 
amendment to the registration statement, which 
corrects the deficiencies discussed above. 


IV 


In view of the deficiencies in the registration state- 
ment and their circulation among potential inves- 
tors by a corresponding prospectus, a stop order 
should issue suspending the effectiveness of the 
registration statement. Accordingly, 


IT IS ORDERED that the effectiveness of the reg- 
istration statement filed by Registrant be and it 
hereby is suspended; and 


IT IS FURTHER ORDERED, pursuant to this pro- 
ceeding and the Registrant's offer of settlement, 
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and to remedy the foregoing deficiencies in ac- 
cordance with the stop order, that the Registrant 
comply with its undertaking to deliver a copy of the 
corrected prospectus to all persons who, to its 
knowledge, received copies of the previous mis- 
leading prospectus, and to deliver copies of the 
corrected prospectus to any purchaser seventy- 
two hours prior to sending a confirmation to such 
purchaser; and 


IT IS FURTHER ORDERED, in light of the amend- 
ment to the registration statement correcting the 
deficiencies discussed above and remedial under- 
takings in the Registrant’s offer of settlement, that 
the stop order shall cease to be effective. 


By the issuance of this Order, the Commission ter- 
minates this matter. 


By the Commission 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17830/June 1, 1981 


NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 

1735 K Street, N.W. 

Washington, D.C. 20006 


File No. SR-NASD-81-7 


ORDER APPROVING PROPOSED RULE 
CHANGE 


On April 27, 1981, the National Association of Se- 
curities Dealers, Inc. (the ‘“NASD’”) filed with the 
Commission, pursuant to Section 19(b)(1) of the 
Securities Exchange Act of 1934, 15 U.S.C. 
78s(b)(1) (the “Act’’) and Rule 19b-4 thereunder, 
copies of a proposed rule change which amends 
Article |, Schedule C, Parts | and Il of the NASD 
By-Laws concerning the registration requirements 
for principal and representatives. Parts | and Il 


1200/SEC DOCKET 


were adopted as interim measures pending Com- 
mission approval of proposed Rule 15b7-1 and 
would expire on May 31, 1981. The proposal de- 
letes the May 31, 1981, expiration date for Parts | 
and ll, thereby extending indefinitely the applica- 
bility of these provisions. The NASD has re- 
quested that this proposed rule change receive ac- 
celerated approval pursuant to Section 19(b)(2) of 
the Act. 


Notice of the proposed rule change together with 
the terms of substance of the proposed rule 
change was given by publication of a Commission 
Release (Securities Exchange Act Release No. 
17796, May 11, 1981) and by publication in the 
Federal Register (46 FR 27590 (1981)). No writ- 
ten statements with respect to the proposed rule 
change were filed with the Commission. 


The Commission finds good cause for approving 
the proposed rule change prior to the thirtieth day 
after the date of publication for the notice of filing 
thereof, since deletion of the May 31, 1981, expi- 
ration date for Parts | and II will ensure continuous 
qualification and registration of persons associ- 
ated with NASD members pending Commission 
action on proposed Rule 15b7-1. The NASD ex- 
pects to submit conforming amendments to 
Schedule C upon Commission approval of pro- 
posed Rule 15b7-1 or an amended version there- 
of. 


IT IS THEREFORE ORDERED, pursuant to Sec- 
tion 19(b)(2) of the Act, that the above-mentioned 
proposed rule change be, and it hereby is, ap- 
proved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17831/June 1, 1981 


ATTORNEY’S CONDUCT IN ISSUING AN OPIN- 
ION LETTER WITHOUT CONDUCTING AN IN- 
QUIRY OF UNDERLYING FACTS FAILED TO 
COMPORT WITH APPLICABLE STANDARDS OF 
CONDUCT 
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INTRODUCTION 


After consideration by the Commission of the role 
of the lawyer who represented an underwriter in 
the public offering of certain industrial revenue 
bonds, the Commission has determined, in the ex- 
ercise of its prosecutorial discretion, not to insti- 
tute an enforcement proceeding against that per- 
son, charging aiding and abetting of violations of 
antifraud provisions of the federal securities laws.' 
This decision not to bring an enforcement action is 
not based on any conclusion that the lawyer's con- 
duct was even arguably acceptable; to the contra- 
ry, the Commission believes that the lawyer failed 
to carry out his professional obligations under the 
circumstances described below and, as a result, 
facilitated violations of the securities laws.2 The 
Commission has taken into account certain other 
factors, including his unfamiliarity with the federal 
securities laws and the fact that he relied, in a 
manner inappropriate under the circumstances, 
upon bond counsel, an experienced securities law- 
yer. The Commission believes, however, that the 
public and the bar should be apprised of the con- 
duct of the lawyer in this case and of the Commis- 
sion’s views as to the responsibilities of lawyers 
who render opinions in connection with securities 
transactions which affect public investors. 


THE FACTS 


In 1977, William M. Gotten, an attorney in Mem- 
phis, Tennessee, rendered an opinion, as counsel 
for an underwriter, in connection with the offer and 
sale of industrial revenue bonds not required to be 
registered pursuant to the Securities Act of 1933. 
The opinion letter, which was drafted for Mr. Got- 
ten’s signature by bond counsel in the transaction, 
falsely stated that the offering circular did not 
“omit to state a material fact necessary to make 
the statements therein, in the light of the circum- 
stances under which they were made, not mis- 
leading”. 





1 The Commission is issuing this Report in accord- 
ance with its authority under Section 21(a) of the 
Securities Exchange Act. For further information 
concerning the related civil action filed against 
others, see Litigation Release No. 9366. 


2 Ibid. 
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Unlike many other industrial bond offerings which 
are intended to provide funds for the construction 
of new facilities, the offering in this case was for 
the purpose of acquiring an existing hospital, 
which had operated for several years. While the 
offering circular contained projections of revenues, 
expenses and earnings, it contained no financial 
information about the past operations of the hospi- 
tal. This operating history reflected adversely upon 
the possibility of future profitable operations and 
drew into serious question the ability of the issuer 
to service the debt being issued. 


For five years prior to the offering, net income 
ranged from a loss to a $48,000 profit during a 
time when the hospital had no mortgage indebted- 
ness or other debt service. Interest expense alone 
for the first five years of the bond sale was to aver- 
age about $155,000 per year, or in excess of 
$100,000 more than the hospital had ever made 
as profit in the preceding 5 year period. Under a 
new management company which had operated 
the hospital during the year immediately preceding 
the bond offering, with no debt to service, a net 
profit from operations was realized of only 
$24,000. Debt service on the new bonds thus re- 
quired more than $158,000, or an amount equiva- 
lent to more than 600% of the hospital’s profits 
during the previous year. This information, clearly 
both relevant and material to the reasonableness 
of the income projections, was not disclosed. 


Mr. Gotten read the offering circular prior to ren- 
dering his opinion. And, although the opinion letter 
states that the signator has not independently 
checked or verified most of the material state- 
ments in the offering circular, Mr. Gotten, who 
knew that the issuer was a going concern that had 
been in operation for a number of years, signed 
and issued the opinion letter without questioning 
the omission from the offering circular of financial 
statements concerning the issuer’s prior operating 
history, reviewing any documents as to the finan- 
cial status of the issuer, or making inquiry as to re- 
sults of the operations of prior years.* This inquiry 
was totally inadequate and facilitated the bond 
closing and the bond sales to the public. 


3In that letter, Mr. Gotten also opined that the 
bonds were exempt from registration with the 
Commission under the Securities Act and that 
compliance with the Trust Indenture Act was not 
required. Although these opinions turned out to be 
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DISCUSSION 


The nature of services performed by lawyers in 
connection with securities transactions frequently 
involves the rendering of opinions concerning 
compliance by their clients with the federal securi- 
ties laws. This is so because legal opinions are 
often essential to the completion of the transac- 
tions, and the parties and the investing public look 
to the opinion as the authoritative statement that 
the matters opined upon are in order. The impor- 
tance of the role of counsel who render legal opin- 
ions in this context has prompted the bar to estab- 
lish professional standards for lawyers who 
provide them. The American Bar Association’s 
Committee on Ethics and Professional Responsi- 
bility, for example, has addressed the duties of 
counsel who render securities law opinions in 
Formal Opinion 335, 60 A.B.A. Jour. 488 (1974). 


Formal Opinion 335 relates to opinions written as 
the basis for transactions involving sales of 
unregistered securities and establishes that, as a 
matter of professional standards, a lawyer must 
make a preliminary inquiry of the client as to the 
relevant facts before rendering an opinion as to 
compliance with the federal securities laws. When 
the facts obtained from the client appear incom- 
plete or inconsistent with facts known to the law- 
yer, or are otherwise suspect, the lawyer must 
make further inquiry.4 And, if after such further in- 


FOOTNOTE, Continued 


correct, Mr. Gotten had made no attempt to ascer- 
tain their applicability or accuracy; instead he 
relied upon the representations of, among others, 
the underwriter and bond counsel. 


4 Guidance as to when further inquiry is appropri- 


ate is provided in Formal Opinion 335 which 
states: 


‘tk *k * 


the lawyer should, in the first in- 
stance, make inquiry of his client as to 
the relevant facts and receive answers. 
lf any of the alleged facts, or the alleged 
facts taken as a whole, are incomplete 
in a material respect; or are suspect, or 
are inconsistent; or either on their face 
or on the basis of other known facts are 
open to question, the lawyer should 
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quiry, the lawyer is not satisfied as to all the rele- 
vant facts, he should refuse to render an opinion. 


In addition, Canon 6 of the Model Code of Profes- 
sional Responsibility of the American Bar Associa- 
tion requires that a lawyer represent his client 
competently. And Disciplinary Rule 6-101(A) ex- 
pressly mandates that an attorney shall not handle 
a legal matter which he knows or should know he 
is not competent to handle, without associating 
himself with a lawyer who is competent to handle 
it, and shall not handle a legal matter without prep- 
aration adequate in the circumstances. 


The smooth functioning of the securities markets 
will be subject to serious disruption if the public 
cannot safely rely on the expertise proffered by 
lawyers rendering their opinions. Unless lawyers 
carefully and competently ascertain the relevant 
facts, and make a reasonable inquiry of their cli- 
ents to obtain facts not within their personal knowl- 
edge, their opinions may facilitate fraudulent 
transactions in securities. This is so particularly as 
the investing public looks to the lawyer’s opinion 
as a Safeguard against violations of the federal se- 
curities laws. As stated by the United States Court 
of Appeals for the Second Circuit in Securities 
and Exchange Commission v. Spectrum, Ltd., 
489 F.2d 535 (2d Cir. 1973), in discussing the con- 
duct of an attorney who, without conducting any 
inquiry into the underlying facts, issued a false 
opinion letter that unregistered shares could be 
sold without registration, “the preparation of an 
opinion letter is too essential and the reliance of 
the public too high to permit due diligence to be 
cast aside in the name of convenience.’® 


make further inquiry.” 60 A.B.A. Jour. at 
489. 


5 Again, guidance is provided in Formal Opinion 
335 which cautions: 


“Where the lawyer concludes that fur- 
ther inquiry of a reasonable nature 
would not give him sufficient confidence 
as to all the relevant facts, or for any 
other reason he does not make the ap- 
propriate further inquiries, he should re- 
fuse to give an opinion.” /d. 


6 See also United States v. Benjamin, 328 F.2d 
854, 863 (2d Cir. 1964) involving an opinion that 
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The Commission has also stated, 


“if an attorney furnishes an opinion 
based solely on hypothetical facts which 
he has made no effort to verify, and if 
he knows that his opinion will be relied 
upon as the basis for a substantial dis- 
tribution of unregistered securities, a 
serious question arises as to the propri- 
ety of his professional conduct.” 





FOOTNOTE, Continued 


certain securities were exempt from registration 
under Section 3(a)(1) of the Securities Act: 


“In our complex society .. . the lawyer's 
opinion can be [an] instrument for in- 
flicting pecuniary loss more potent than 
the chisel or the crowbar. * * * Con- 
gress could not have intended that men 
holding themselves out as members of 
these ancient professions [the account- 
ing and legal professions] should be 
able to escape criminal liability on a 
plea of ignorance when they have shut 
their eyes to what was plainly to be 
seen or have represented a knowledge 
they knew they did not possess.” 


And see Securities and Exchange Commission v. 
Universal Major Industries, Corp., 546 F.2d 1044 
(2d Cir. 1976), cert. denied, 434 U.S. 834 (1977) 
(opinion that securities could be sold without reg- 
istration); Securities and Exchange Commission 
v. Frank, 388 F.2d 486 (2d Cr. 1968) (failure of 
lawyer in drafting a prospectus to make inquiry be- 
yond the facts supplied to him by his client, facts 
which even a laymen would know were false); 


United States v. Crosby, 294 F.2d 928 (2d Cir. 
1961) (opinion that unregistered stock was freely 
transferable); Escott v. Barchris Construction Co., 
283 F. Supp 642 (S.D.N.Y. 1968) (failure to inves- 
tigate the accuracy of registration statement 
signed by the attorney); cf. Securities and Ex- 
change Commission v. Coven, 581 F.2d 1020 (2d 
Cir. 1978), cert. denied, 440 U.S. 590 (1979) (let- 
ter representing that a sufficient number of shares 
had been sold to facilitate the closing of an “all or 
nothing” offering); Securities and Exchange Com- 
mission v. Manor Nursing Centers, Inc., 458 F.2d 
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Securities Act Release No. 4445 (Securities Ex- 
change Act Release No. 6721), published on Feb- 
ruary 2, 1962 (cited with approval by the Commis- 
sion in Securities Act Release No. 5168, July 7, 
1971). 


CONCLUSION 


Under the circumstances described above con- 
cerning Mr. Gotten’s conduct in rendering an opin- 
ion letter, and based on the standards of conduct 
articulated above, the Commission believes that 
Mr. Gotten’s conduct, without having conducted 
any inquiry of his client as to the underlying facts 
on which his opinion was predicated, failed to 
satisfy applicable standards. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





1082 (2d Cir. 1972) (failure to correct a misleading 
prospectus). 


7 \In Release No. 4445, the Commission noted the 
practice of dealers, when attempting to obtain an 
exemption under Section 4(1) of the Securities 
Act, of submitting representations to a lawyer that 
the sellers of the securities did not hold any of 
those positions that would render the exemption 
unavailable. The release stated that a lawyer's 
opinion based on hypothetical facts would be 
worthless if the facts were not accurate or if the 
vital facts were not considered. The release fur- 
ther expounded on the duties of responsible coun- 
sel to the effect that “it is the practice of responsi- 
ble counsel not to furnish an opinion * * * unless 
such counsel have themselves carefully examined 
all of the relevant circumstances * * * .” /d. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17832/June 1, 1981 


Administrative Proceeding 

File No. 3-6028 

In the Matter of 
BULLINGTON-SCHAS & CO., INC. 
File No. 8-17391 


A. DULANEY TIPTON, AND TERRY ALLEN 
FROST. 


ORDER INSTITUTING PROCEEDING AND IM- 
POSING REMEDIAL SANCTIONS PURSUANT 
TO SECTIONS 15(b) AND 19(h) OF THE SECU- 
RITIES EXCHANGE ACT OF 1934 


The Commission deems it appropriate that public 
administrative proceedings be instituted with re- 
gard to Bullington-Schas & Co., Inc. (“Bullington- 
Schas’’), a registered broker-dealer, a member of 
the National Association of Securities Dealers, 
Inc., and a member of the Philadelphia Stock Ex- 
change and the Cincinnati Stock Exchange; A. 
Dulaney Tipton (‘Tipton’), the president, a direc- 
tor and owner of more than 50% of Bullington- 
Schas’ common stock; and Terry Allen Frost 
(“Frost”), a securities salesman associated with 
Bullington-Schas (collectively, the ‘““Respond- 
ents’), alleging that Respondents willfully violated 
Section 17(a)(2) and (3) of the Securities Act of 
1933 (“Securities Act’) in connection with the offer 
and saie of revenue bonds of the Calhoun County 
Medical Facility, Inc. (hereinafter “Calhoun Coun- 
ty”) of Bruce, Mississippi,1 and that Tipton failed 


‘See Securities Exchange Act of 1934 Release 
No. 17831 containing a report issued by the Com- 
mission pursuant to Section 21(a) of the Securities 
Exchange Act of 1934 concerning William M. Got- 
ten, underwriter’s counsel; and Litigation Release 
No. 9366, discussing the institution of a Commis- 
sion injunctive action and the issuance of perma- 
nent injunctions against the Respondents herein 
and others, which action arises directly from the 
factual basis for the instant matter. 
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reasonably to supervise Frost and others in con- 
nection with the offering. 


In connection with the administrative proceedings, 
each of the Respondents has submitted an Offer 
of Settlement which the Commission has deter- 
mined to accept. Solely for the purpose of these 
proceedings, without admitting or denying the alle- 
gations or findings herein, Respondents Bulling- 
ton-Schas, Tipton and Frost consent to the entry 
of the findings and sanctions set forth below. 


Accordingly, it is ORDERED that administrative 
proceedings pursuant to Sections 15(b) and 19(h) 
of the Securities Exchange Act of 1934 be, and 
they hereby are, instituted. 


On the basis of the Order for Proceedings and the 
Offers of Settlement, it is found that: 


1. In or about October 1977, Respondent Bulling- 
ton-Schas acted as underwriter in connection with 
a $1.8 million public bond offering by Calhoun 
County for the purchase of an existing hospital; 


2. In connection with the underwriting, Respond- 
ents Bullington-Schas, Tipton and Frost, among 
others, were responsible for the preparation and 
dissemination of an Offering Circular containing 
certain information with respect to Calhoun County 
and the bond offering; 


3. The foregoing Offering Circular contained cer- 
tain pro forma financial statements and projections 
relating to future revenues and income of Calhoun 
County, which statements and projections were 
prepared by an independent firm with experience 
in such matters; 


4. In connection with its operations during the peri- 
od 1971-76, the hospital prepared or caused to be 
prepared certain unaudited financial statements 
which reflected lower revenues and higher bad 
debt losses than the pro forma statements and 
projections referred to hereinabove, and which fi- 
nancial statements reflected operating losses or 
nominal profits during said period; 
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5. Respondents Bullington-Schas, Tipton and 
Frost, among others, determined not to include in 
the offering circular the prior unaudited financial 
statements described herein; 


6. In failing to include the prior unaudited financial 
statements in the Offering Circular, Respondents 
Bullington-Schas, Tipton and Frost willfully vio- 
lated and aided and abetted violations of Sections 
17(a)(2) and 17(a)(3) of the Securities Act in that, 
among other things, they failed to disclose materi- 
al facts to purchasers of the Calhoun County 
bonds concerning, but not limited to, those matters 
set forth in item 4 hereinabove. 


7. Respondent Tipton failed reasonably to super- 
vise securities salesmen associated with Bulling- 
ton-Schas; and 


8. It is in the public interest to impose the sanc- 
tions contained in the Officers of Settlement. 


In imposing the sanctions herein, the Commission 
recognizes the existence of certain mitigating fac- 
tors, including the Respondents’ cooperation in 
the staff's investigation and their prior inexperi- 
ence as a principal underwriter of municipal secu- 
rities. 


IV. 


Accordingly, it is ORDERED that: 


1. Respondent Bullington-Schas be, and hereby 
is, censured; 


2. Respondent Tipton be, and hereby is, suspend- 
ed from association with any broker or dealer for a 
period of five (5) business days, said period of 
suspension to commence on the second Monday 
following the date on which the Order instituting 
these proceedings is entered by the Secretary of 
the Commission. 


3. Respondent Frost be, and hereby is, suspended 
from association with any broker or dealer for a 
period of fifteen (15) business days, said period of 
suspension to commence on the second Monday 
following the date on which the Order instituting 
these proceedings is entered by the Secretary of 
the Commission. 
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4. Respondent Bullington-Schas comply with its 
undertaking that within thirty (30) days following 
the date of entry of this Order by the Secretary of 
the Commission, it shall retain the services of a 
person or persons knowledgeable in the matter of 
broker-dealer compliance with the federal securi- 
ties laws. 


a) to conduct a review of Respondent 
Bullington-Schas’ due diligence and 
compliance procedures with respect to 
its activities as a principal underwriter of 
municipal securities, and 


b) to prepare a manual of due diligence 
and compliance procedures which shall 
be adopted, implemented and adhered 
to by Respondent and its employees in 
all of its future principal underwritings of 
municipal securities. 


5. Respondents Tipton and Frost comply with their 
undertaking to enroll in and complete a course of 
study for municipal bond principals which course 
is not objectionable to the staff of the Commission 
and which will be conducted by a recognized firm 
that administers such courses. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SERVICE LIST 


Rule 23 of the Commission’s Rules of Practice 
provides that all amendments to moving papers, 
all answers, all motions or applications made in 
the course of a proceeding (unless made orally 
during a hearing), all proposed findings and con- 
clusions, all petitions for review of any initial deci- 
sion, and all briefs shall be filed with the Commis- 
sion and shall be served upon all other parties to 
the proceeding including the interested division of 
the Commission. 


The attached “Order Instituting Proceedings and 
Imposing Remedial Sanctions” has been sent to 


SEC DOCKET/1205 





the following parties and other persons entitled to 
notice: 


Securities and Exchange Commission 
Division of Enforcement 
500 North Capitol Street 
Washington, D.C. 20549 


Securities and Exchange Commission 
Atlanta Regional Office 

Suite 788 

1375 Peachtree Street, N.E. 

Atlanta, Georgia 30367 


Bullington-Schas & Co., Inc. 
825 Ridge Lake Blvd. 
Memphis, Tennessee 38138 


Mr. A. Dulaney Tipton 

% Bullington-Schas & Co., Inc. 
825 Ridge Lake Blvd. 
Memphis, Tennessee 38138 


Mr. Terry Allen Frost 

% Bullington-Schas & Co., Inc. 
825 Ridge Lake Blvd. 
Memphis, Tennessee 38138 


Judah Best, Esquire 

Steptoe & Johnson 

1250 Connecticut Avenue, NW 
Washington, D.C. 20036 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 17833/June 1, 1981 


In the Matter of 
AMERICAN STOCK EXCHANGE, INC. 


86 Trinity Place 
New York, New York 10006 


CHICAGO BOARD OPTIONS EXCHANGE, 
INCORPORATED 

La Salle at Jackson 

Chicago, Illinois 60604 


PACIFIC STOCK EXCHANGE INCORPORATED 
301 Pine Street 
San Francisco, California 94104 
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PHILADELPHIA STOCK EXCHANGE, INC. 
17th Street and Stock Exchange Place 
Philadelphia, Pennsylvania 19103 


File Nos. SR-Amex-81-8 
SR-CBOE-81-8 
SR-PSE-81-8 
SR-Phix-81-7 


ORDER APPROVING PROPOSED RULE 
CHANGES 


Pursuant to Section 19(b)(1) of the Securities Ex- 
change Act of 1934, 15 U.S.C. 78s(b)(1) (the 
(‘Act’), notice is hereby given that the self- 
regulatory organizations listed above (‘‘options ex- 
changes’) have filed with the Commission copies 
of proposed rule changes to amend the joint op- 
tions allocation plan to provide for the replacement 
of involuntarily delisted options." 


Notice of the proposed rule changes by Amex, 
CBOE and Phix, together with the terms of sub- 
stance of the proposed rule changes, was given 
by the issuance of a Commission Release (Securi- 
ties Exchange Act Release No. 17757 (April 27, 
1981) ) and by publication in the Federal Register 
(46 FR 24352 (April 30, 1981) ). Notice of the pro- 
posed rule change by PSE, together with the 
terms of substance of the proposed rule change, 
was given by issuance of a Commission Release 
(Securities Exchange Act Release No. 17777 
(May 6, 1981)) and by publication in the Federal 
Register (46 FR 26416 (May 12, 1981)). No com- 
ments were received concerning any of the pro- 
posed rule changes. 


The Commission finds that the proposed rule 
changes are consistent with the requirements of 
the Act and the rules and regulations thereunder 
applicable to national securities exchanges and, in 
particular, the requirements of Section 6. More- 
over, the Commission finds good cause for ap- 


‘The proposed rule changes were filed on the fol- 
lowing dates: American Stock Exchange, Inc. 
(“Amex”), April 16, 1981; Chicago Board Options 
Exchange, Incorporated (“CBOE”), April 20, 1981; 
Pacific Stock Exchange Incorporated (“PSE”), 
May 4, 1981; and Philadelphia Stock Exchange, 
Inc. (‘“Phix’’), April 24, 1981. 
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proving the proposed rule change of the PSE prior 
to the thirtieth day after the date of publication of 
notice of filing thereof since it is identical in its 
terms to the proposals of the other options ex- 
changes, which were published for the normal 
statutory comment period. 


IT IS THEREFORE ORDERED, pursuant to Sec- 
tion 19(b)(2) of the Act, that the above-mentioned 
proposed rule changes be, and they hereby are, 
approved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17834/June 3, 1981 


NOTICE OF FILING OF PROPOSED RULE 
CHANGE BY THE CHICAGO BOARD OPTIONS 
EXCHANGE, INCORPORATED 


File No. SR-CBOE-81-4 


The Chicago Board Options Exchange, Incorpo- 
rated (“CBOE”) submitted on May 22, 1981, a pro- 
posed rule change under Rule 19b-4 to revise 
certain of its rules governing the establishment of 
joint accounts and trading activity by participants 
in a joint account. Among other things, the rule 
change would (1) permit the establishment of a 
joint account among more than two market mak- 
ers; (2) eliminate the requirement that joint ac- 
count participants register as broker-dealers; (3) 
for purposes of evaluating market maker perform- 
ance in accordance with Rule 8.7, credit trading 
activity to the joint account participant initiating 
each transaction; and (4) for purposes of deter- 
mining a joint account participant's compliance 
with position and exercise limits, aggregate posi- 
tions or exercises in the joint account with all posi- 
tion and exercises coverting the same underlying 
security which any participant or member organi- 
zation associated with a participant holds or con- 
trols or is obligated in respect of. 
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Publication of the submission is expected to be 
made in the Federal Register during the week of 
June 8, 1981. In order to assisi the Commission to 
determine whether to approve the proposed rule 
change or institute proceedings to determine 
whether the proposed rule change should be dis- 
approved, interested persons are invited to submit 
written data, views and arguments concerning the 
submission within 21 days from the date of publi- 
cation in the Federal Register. Persons desiring to 
make written comments should file six copies 
thereof with the Secretary of the Commission, Se- 
curities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Refer- 
ence should be made to File No. SR-CBOE- 
81-4. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission, and all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those 
which may be withheld from the public in accord- 
ance with the provisions of 5 U.S.C. §552, will be 
available for inspection and copying at the Com- 
mission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. Copies of the filing and of 
any subsequent amendments will also be avail- 
able at the principal office of the above-mentioned 
self-regulatory organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17835/June 3, 1981 


NEW ENGLAND SECURITIES DEPOSITORY 
TRUST COMPANY (File No. SR- 
NESDTC-81-1) 


NOTICE OF EFFCTIVENESS OF A PROPOSED 
RULE CHANGE BY THE 


The New England Securities Depository Trust 
Company (“NESDTC’”) submitted on May 11, a 
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proposed rule change under Rule 19b-4 imposing 
a temporary 15% increase on all billings to mem- 
bers effective for the period May 1, 1981 through 
September 30, 1981 


The foregoing rule change has become effective 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934 and Rule 19b-4 thereunder. 
At any time within sixty days of the filing of such 
proposed rule change, the Commission may sum- 
marily abrogate the rule change if it appears to the 
Commission that such action is necessary or ap- 
propriate in the public interest, for the protection of 
investors, or otherwise in furtherance of the pur- 
poses of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
June 8, 1981. Interested persons are invited to 
submit written data, views and arguments con- 
cerning the submission within twenty-one days 
from the date of publication in the Federal Regis- 
ter. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of 
the Commission, Securities and Exchange Com- 
mission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-NESDTC-81-1. 


Copies of the submission, with accompanying ex- 
hibits, and of all written comments will be available 
for public inspection at the Securities and Ex- 
change Commission’s Public Reference Room, 
1100 L Street..N.W., Washington, D.C. Copies of 
the filing will also be available at the principal of- 
fice of the above-mentioned self-regulatory organi- 
zation. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17836/June 3, 1981 


Admin. Proc. File No. 3-6017 
In the Matter of 


ROBERT A. WOLK 
R.A. WOLK & CO. 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTION 


These are broker-dealer proceedings under the 
Securities Exchange Act with respect to Robert A. 
Wolk, who was president of a registered broker- 
dealer and R.A. Wolk & Co., the registered broker- 
dealer.’ Without admitting or denying the allega- 
tions in the order for proceedings, respondents 
Robert A. Wolk and R.A. Wolk & Co. consent to 
findings and to entry of an order as set forth 
below. 


On the basis of the order for proceedings and re- 
spondents’ offers of settlement, it is found that: 


1. From in or about March 1973 Robert A. Wolk 
and R.A. Wolk & Co., directly and indirectly, wilful- 
ly violated and wilfully aided and abetted violations 
of Section 17(a) of the Securities Act of 1933 
(“Securities Act’) in connection with the offer and 
sale of certain securities, namely the common 
stock of Technical Resources, Inc. (‘TRI’), as al- 
leged in the Order for Proceedings (‘Order’). 


2. During the same period, Robert A. Wolk and 
R. A. Wolk & Co., directly and indirectly, wilfully vi- 
olated and wilfully aided and abetted violations of 
Section 10(b) of the Exchange Act and Rule 10b-5 
thereunder in connection with the purchase and 
sale of certain securities, namely the common 
stock of TRI, as alleged in the Order. 


3. During the same period, Robert A. Wolk and 
R. A. Wolk & Co., directly and indirectly, wilfully vi- 





'Instituted on April 3, 1981. 
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olated Section 15(c)(1) of the Exchange Act and 
Rule 15c1-—2 thereunder in that the respondents 
made use of the mails and the means and instru- 
mentalities of interstate commerce to induce the 
purchase and sale of securities to wit the common 
stock of TRI, as alleged in the Order. 


4. During the period from 1971 through at least 
1978, Robert A. Wolk and R. A. Wolk & Co. wilfully 
violated Section 17(a) of the Exchange Act in that 
they did not make and keep the records pre- 
scribed pursuant to Rule 17a-3, as alleged in the 
Order. 


5. Robert A. Wolk and R. A. Wolk & Co. were 
found to have violated and were permanently en- 
joined from further violations of Section 17(a) of 
the Exchange Act and Sections 10(b) and 17(a) of 
the Exchange Act by the United Sates District 
Court for the Southern District of New York.’ 


In view of the foregoing, it is in the public interest 
to impose the sanctions specified in the Offer of 
Settlement. 


Accordingly, IT iS ORDERED that Robert A. Wolk 
be, and he hereby is, barred from being associ- 
ated with any broker, dealer, investment adviser or 
investment company. 


It is further ORDERED that the broker-dealer reg- 
istration of R. A. Wolk & Co. be, and it hereby is, 
revoked. 


For the Commission, by its Secretary, pursuant to 
delegated authority. 


George A. Fitzsimmons 
Secretary 








1Securities and Exchange Commission v. Technical 
Resources, Inc. et al., 76 Civ. 1111 (CBM) 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 17837/June 4, 1981 


In the Matter of 

Proposed Rule Change by 

PACIFIC STOCK EXCHANGE, INC. 
(SR-PSE-80-27) 


ORDER APPROVING PROPOSED RULE 
CHANGE 


The Pacific Stock Exchange, Inc. (“PSE”) sub- 
mitted on January 7, 1981, a proposed rule 
change, pursuant to Rule 19b-4 under the Securi- 
ties Exchange Act, to allow members that operate 
more than one specialist post to meet PSE’s mini- 
mum post capital requirements on an averaging 
basis rather than on a post by post basis. 


Notice of the proposed rule change together with 
the terms of substance of the proposed rule 
change was given by publication of Commission 
Release (Securities Exchange Act Release 
No. 34-17685, April 3, 1981) and by publication 
in the Federal Register (46 FR 21302, April 9, 
1981). All written statements with respect to the 
proposed rule change which were filed with the 
Commission and all written communications 
relating to the proposed rule change between the 
Commission and by any person were considered 
and (with the exception of those statements or 
communications whic:i may be withheld from the 
public in accordance with the provisions of 5 
U.S.C. Section 552) were made available to the 
public at the Commission’s Public Reference 
Room. No public comments were received with re- 
spect to the proposal. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder ap- 
plicable to national securities exchanges and in 
particular, the requirements of Section 6(b)(5) and 
the rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Sec- 
tion 19(b)(2) of the Act, that the above-mentioned 
proposed rule change be, and hereby is, ap- 
proved. 
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For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 17838/June 4, 1981 


In the Matter of 


STOCK CLEARING CORPORATION OF 
PHILADELPHIA (““SCCP’’) 

17th Street and Stock Exchange Place 

Philadelphia, PA 19103 


(SR-SCCP-81-2) 


ORDER APPROVING PROPOSED RULE 
CHANGE 


On April 21, 1981, SCCP filed with the Commis- 
sion, pursuant to Section 19(b)(1) of the Securities 
Exchange Act of 1934, 15 U.S.C. 78(s)(b)(1) (the 
“Act’) and Rule 19b-4 thereunder, copies of a pro- 
posed rule change establishing a $100 monthly 
account fee for pledgee banks. 


Notice of the proposed rule change together with 
its terms of substance was given by publication of 
a Commission Release (Securities Exchange Act 
Release No. 17756, April 27, 1981) and by publi- 
cation in the Federal Register (46 FR 24354, 
April 30, 1981). No written comments were re- 
ceived by the Commission. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations threreunder ap- 
plicable to clearing agencies and, in particular, the 
requirements of Section 17A and the rules and 
regulations thereunder. 


IT 1S THEREFORE ORDERED, pursuant to Sec- 
tion 19(b)(2) of the Act, that the proposed rule 
change be approved. 
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For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 22067/May 29, 1981 


In the Matter of 


YANKEE ATOMIC ELECTRIC COMPANY 
Framingham, Massachusetts 


(70-6517) 


SUPPLEMENTAL ORDER AUTHORIZING BOR- 
ROWING FROM ADDITIONAL BANKS AND DIF- 
FERENT BORROWING TERMS 


Yankee Atomic Electric Company (“Yankee Atom- 
ic’) an electric utility subsidiary of the New 
England Electric System and Northeast Utilities, 
registered holding companies, has filed with this 
Commission post-effective amendments to its 
application-declaration previously filed and 
amended pursuant to Section 6(a) and 7 of the 
Public Utility Holding Company Act of 1935 (‘Act’) 
and Rules 50(a)(2) and 50(a)(5) thereunder. 


By order dated December 29, 1980 (HCAR 
No. 21855), Yankee Atomic was authorized to 
issue and sell short-term notes to a bank and 
commerical paper to a dealer up to an aggregate 


principal amount of $21,000,000 through Decem- 
ber 31, 1981. 


By post-effective amendment, Yankee Atomic pro- 
poses to also issue notes to the Bank of Nova 
Scotia (‘‘Nova Scotia’) and the Bank of Nova 
Scotia International (Curacao), N.V. (“Internation- 
al’), within the previously authorized $21,000,000 
borrowing limit. The notes will mature within one 
year from date of issue and will be prepayable in 
whole or in part without premium. As in the previ- 
ously authorized borrowings from First National 
Bank of Boston, notes issued to Nova Scotia will 
bear interest not in excess of 110% of the prime 


Volume 22, No. 16, June 16, 1981 





rate (plus a commitment fee not in excess of % of 
1% of the line of credit). Notes issued to Interna- 
tional will bear interest at not in excess of 107.5% 
of the bank’s 1,2,3,6, or 9 month L.1.B.O. rates at 
Yankee Atomic’s option (plus a commitment fee 
not in excess of % of 1% of the line of credit). Yan- 
kee Atomic will only borrow from International if at 
the time of borrowing the L.|.B.O. rate selected by 
Yankee Atomic results in an effective interest cost 
not exceeding the effective interest cost for bor- 
rowing from one of the other banks at 110% of the 
prime rate (plus a commitment fee not in excess of 
Ye of 1% of the line of credit). 


Upon the basis of the facts in the record, it is here- 


by found that the applicable standards of the Act 
and the rules thereunder are satisfied. 


IT 1S ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
application-declaration, as amended, be and here- 
by is, granted and permitted to become effective 
forthwith subject to the terms and conditions pre- 
scribed in Rule 24 promulgated under the Act, ex- 


cept that certificates thereunder shall be filed 
quarterly. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 

Release No. 22068/May 29, 1981 

In the Matter of 


GEORGIA POWER COMPANY 
Atlanta, Georgia 


(70-6348) 


ORDER RELEASING JURISDICTION OVER 
FEES, COMMISSIONS AND EXPENSES 


Georgia Power Company (‘Georgia’), an electric 
utility subsidiary of The Southern Company, a reg- 
istered holding company, has filed a post-effective 
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amendment to an application-declaration filed with 
this Commission pursuant to Sections 6 and 7 of 
the Public Utility Holding Company Act of 1935 
(“Act”) and Rule 50 promulgated thereunder. 


By orders dated October 1, 1980 (HCAR No. 
21737) and February 20, 1981 (HCAR No. 21925) 
in this matter Georgia was authorized to issue and 
sell at competitive bidding up to $75,000,000 stat- 
ed value of its preferred stock in one or more 
series through June 30, 1981. In those orders ju- 
risdiction was reserved, among other things, over 
the fees, commissions and expenses to be incur 
red by Georgia in connection with the sale of its 
preferred stock. Georgia has now filed a post- 
effective amendment informing the Commission 
that such fees, commissions and expenses are es- 
timated at $196,000, including legal fees of 
$30,000 and accounting fees of $10,500. The fee 
of counsel for the underwriters is estimated at 
$20,000 and will be paid by the successful bid- 
ders. 


Upon the basis of the facts in the record, it is here- 
by found that the applicable standards of the Act 
and rules thereunder are satisfied: 


IT 1S ORDERED pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
application-declaration, as amended, be, and it 
hereby is, granted and permitted to become effec- 
tive forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act; 


IT IS FURTHER ORDERED that the jurisdiction 
reserved in the order of October 1, 1980 with re- 
spect to the fees, commissions and expenses to 
be incurred by Georgia in connection with the is- 
suance of its preferred stock be, and it hereby is, 
released effective forthwith; 


IT IS FURTHER ORDERED that jurisdiction con- 
tinue to be, and it hereby is, reserved with respect 
to all other matters over which it was reserved in 
the order of October 1, 1980. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 22069/May 29, 1981 


In the Matter of 


MIDDLE SOUTH ENERGY, INC. 
New Orleans, Louisiana 


MISSISSIPPI POWER & LIGHT COMPANY 
Jackson, Mississippi 


(70-6337) 


SUPPLEMENTAL ORDER AUTHORIZING 
CHANGES IN TRANSACTIONS RELATED TO AC- 
QUISITION OF 10% UNDIVIDED OWNERSHIP 
INTEREST IN NUCLEAR-FUELED ELECTRIC 
GENERATING STATION 


Middle South Energy, Inc. (“MSE”) and Missis- 
sippi Power & Light Company (“MP&L’”), electric 
utility subsidiaries of Middle South Utilities, Inc., a 
registered holding company, have filed with this 
Commission a post-effective amendment to the 
declaration in this proceeding pursuant to Sections 
12(d) and 12(f) of the Public Utility Holding Com- 
pany Act of 1935 (‘‘Act’”’) and Rules 44 and 45 pro- 
mulgated thereunder regarding the following pro- 
posed transactions. 


By order in this proceeding dated October 20, 
1980 (HCAR No. 21770), this Commission au- 
thorized certain transactions between MSE and 
MP&L related to the acquisition by South Missis- 
sippi Electric Power Association (“SMEPA”) of a 
ten percent (10%) undivided ownership interest in 
MSE’s Grand Gulf Nuclear Electric Station 
(“Grand Gulf Plant’). MSE was incorporated in 
1974 to own and finance certain future generating 
capacity of the Middle South System. SMEPA is a 
public-utility company engaged exclusively in the 
generation and transmission of electric energy for 
its seven member Rural Electric Cooperatives in 
the State of Mississippi. SMEPA’s acquisition of 
the ten percent (10%) undivided ownership inter- 
est in the Grand Gulf Plant is being governed by 
the terms of a Joint Construction Acquisition and 
Ownership Agreement between MSE and SMEPA 
(“Ownership Agreement’). The Grand Gulf Plant 
is a two-unit, nuclear-fueled electric generating 
station being constructed on the east bank of the 
Mississippi River near Port Gibson, Mississippi. 


1212/SEC DOCKET 


Each unit is to have a net capacity of 1,250 MW; 
the first unit is scheduled to be placed in commer- 
cial operation in 1982, and the second unit is 
scheduled to be placed in commercial operation in 
1986. As of January 31, 1981, MSE estimates that 
the total construction costs of MSE of its share of 
the Grand Gulf Plant, excluding nuclear fuel, and 
assuming MSE owns 87.52% of the Plant, will be 
$2,846 million, of which approximately $1,781 mil- 
lion has been expanded through December 31, 
1980. 


It is now proposed that the Ownership Agreement 
be amended slightly to permit the Administrative 
Committee to determine and establish appropriate 
payment procedures, to add certain language 
relating to the rule against perpetuities, and to per- 
mit the retroactive conforming of certain wording 
to the precise terms of REA approval of the Own- 
ership Agreement. In all other respects the pro- 
posed transactions will remain unchanged. 


Upon the basis of the facts in the record, it is here- 
by found that the applicable standards of the Act 
and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is ap- 
propriate in the public interest and in the interest 
of investors and consumers that said declaration, 
aS now amended, be permitted to become effec- 
tive: 


IT |S ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
declaration, as now amended, be, and it hereby is, 
permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 22070/May 29, 1981 


In the Matter of 


AMERICAN ELECTRIC POWER COMPANY, INC. 
180 East Broad Street 
Columbus, Ohio 43215 


(70-6126) 


NOTICE OF PROPOSED ISSUANCE AND SALE 
OF COMMON STOCK TO TRUSTEE FOR SYS- 
TEM EMPLOYEES SAVINGS PLAN 


American Electric Power Company, Inc. (“AEP”), 
a registered holding company, has filed with this 
Commission a post-effective amendment to its 
declaration in this proceeding pursuant to Sections 
6(a) and 7 of the Public Utility Holding Company 
Act of 1935 (‘Act’) and Rule 50(a)(5) promulgated 
thereunder. 


By orders dated April 25, 1978, April27, 1979, 
and June 24, 1980 (HCAR Nos. 20516, 21022, 
and 21639), AEP was authorized to issue and sell, 
from time to time through June 30, 1981, up to 
1,500,000 shares of its authorized unissued com- 
mon stock, $6.50 par value, to Bankers Trust 
Company, the Trustee for the AEP System Em- 
ployees Savings Plan (‘Savings Plan’). Through 
May 15, 1981, a total of 1,081,400 of such shares 
had been sold to the Trustee for a total price of 
$20,671,975, leaving a balance of 418,600 shares. 


AEP now proposes to issue and sell to the Sav- 
ings Plan Trustee, from time through June 30, 
1982, up to an additional 300,000 shares of its au- 
thorized unissued common stock, plus the unsold 
balance of the shares of common stock heretofore 
authorized by the Commission for issuance, to 
said Trustee. The price to the Trustee of such 
shares on any date of sale will be the average of 
the high and low sales price of AEP’s common 
stock on the New York Stock Exchange on such 
date, but in no event less than the par value there- 
of. 


The amended declaration and any further amend- 
ments thereto are available for public inspection 
through the Commission’s Office of Public Refer- 
ence. Interested persons wishing to comment or 
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request a hearing should submit their views in 
writing by June 26, 1981, to the Secretary, Securi- 
ties and Exchange Commission, Washington, D.C. 
20549, and serve a copy on the declarant at the 
address specified above. Proof of service (by affi- 
davit or, in case of an attorniey at law, by certifi- 
cate) should be filed with the request. Any request 
for a hearing shall identify specifically the issues 
of fact or law that are disputed. A person who so 
requests will be notified of any hearing, if ordered, 
and will receive a copy of any notice or order 
issued in this matter. After said date, the declara- 
tion, as now amended or as it may be further 
amended, may be permitted to become effective. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 22071/May 29, 1981 


In the Matter of 


AMERICAN ELECTRIC POWER COMPANY 
Columbus, Ohio 


(70-6591) 


ORDER AUTHORIZING HOLDING COMPANY TO 
ACT AS GUARANTOR FOR SUBSIDIARIES 


Amercian Electric Power Company (‘AEP’), a reg- 
istered holding company, has filed a declaration 
with this Commission pursuant to Sections 12(b) 
and 12(f) of the Public Utility Holding Company Act 
of 1935 (‘Act’) and Rule 45 thereunder. AEP pro- 
poses 1) to enter into contracts of guarantee on 
behalf of American Electric Power Service Corpo- 
ration (“AEPSC”) and Columbus and Southern 
Ohio Electric Company (‘““C&SOE”), each a sub- 
sidiary of AEP, and 2) that AEPSC and C&SOE be 
added to the General Agreement of Indemnity 
dated November 8, 1976, between AEP and Sea- 
board Surety Company. 


SEC DOCKET/1213 





With the exception of AEPSC and C&SOE the 
AEP System companies operating in Ohio are 
self-insured as to workmen’s compensation liabili- 
ty. The Industrial Commission of Ohio requires 
self-insuring employers to post bonds of up to 
$5,000,000 each and has required AEP to guaran- 
tee payment of workmen’s compensation benefits 
by its subsidiaries should they fail to make such 
payments. Accordingly, the maximum amount of 
indemnity from AEP to Seaboard Surety, which 
provides the required bonds for AEP’s System 
companies, will be increased from $15,000,000 to 
$25,000,000 and AEP will provide the required 
guarantees of its subsidiaries’ performance. 


The fees, commissions and expenses to be 
incurred in connection with the proposed transac- 
tion are estimated at $2,500. The Industrial Com- 
mission of Ohio has jurisdiction over the proposed 
transaction to the extent that it requires posting of 
the bond. It is stated that no state or federal 
regulatory authority, other than this Commission, 
has jurisdiction over the proposed transaction. 


Due notice of the filing of said declaration has 
been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 22036), 
and no hearing has been requested of or ordered 
by the Commission. Upon the basis of the facts in 
the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied: 


IT IS ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
declaration, as amended, be, and it hereby is, 
permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 22072/May 29, 1981 


In the Matter of 


AMERICAN ELECTRIC POWER COMPANY, INC. 
2 Broadway 
New York, New York 10004 


(70-6579) 


NOTICE OF PROPOSAL BY HOLDING COMPA- 
NY TO ACT AS SURETY FOR A SUBSIDIARY 


American Electric Power Company, Inc. (“AEP”), 
a registered holding company, has filed a declara- 
tion with this Commission pursuant to Sections 
12(b) and 12(f) of the Public Utility Holding Com- 
pany Act of 1935 (‘Act’) and Rule 45 promulgated 
thereunder. 


AEP proposes to act as surety for Wheeling Elec- 
tric Company (“Wheeling”), a public utility subsidi- 
ary of AEP, in connection with Wheeling’s plan to 
place increased electric rates into effect subject to 
refund. Pursuant to an order of the Public Service 
Commission of West Virginia, Wheeling may place 
such rates into effect commencing June 27, 1981, 
pending completion of an investigation by the 
West Virginia Commission with respect to the rate 
increase. The amount of the bond is estimated at 
$4,700,000, equal to the estimated additional an- 
nual revenue that the increased rates will provide. 
AEP will charge no fee to Wheeling for acting as 
surety. 


The declaration and any amendments thereto are 
available for public inspection through the Com- 
mission’s Office of Public Reference. Interested 
persons wishing to comment or request a hearing 
should submit their views in writing by June 22, 
1981, to the Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549, and serve 
a copy on the declarant at the address specified 
above. Proof of service (by affidavit or, in case of 
an attorney at law, by certificate) should be filed 
with the request. Any request for a hearing shall 
identify specifically the issues of fact or law that 
are disputed. A person who so requests will be 
notified of any hearing, if ordered, and will receive 
a copy of any notice or order issued in this matter. 
After said date the declaration, as filed or as it 
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may be amended, may be permitted to become ef- 
fective. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 22073/May 29, 1981 


In the Matter of 


AMERICAN ELECTRIC POWER COMPANY, INC. 
180 East Broad Street 
Columbus, Ohio 43215 


(70-5943) 


NOTICE OF PROPOSED ISSUANCE AND SALE 
OF COMMON STOCK PURSUANT TO DIVIDEND 
REINVESTMENT AND STOCK PURCHASE PLAN 


American Electric Power Company, Inc. (“AEP”), 
a registered holding company, has filed with this 
Commission a post-effective amendment to its 
declaration in this proceeding pursuant to Sections 
6(a) and 7 of the Public Utility Holding Company 
Act of 1935 (‘‘Act’’) and Rule 50(a)(5) promulgated 
thereunder. 


By orders dated February 8, 1977, April 19, 1978, 
March 29, 1979, August 8, 1979, and May 1, 1980 
(HCAR Nos. 19879, 20506, 20979, 21180, and 
21544), AEP was authorized to issue and sell, 
from time to time through June 30, 1981, up to 
12,000,000 shares of its authorized but unissued 
common stock, $6.50 par value, pursuant to its 
Dividend Reinvestment and Stock Purchase Plan 
(‘Plan’). Through May 8, 1981, a total of 
9,893,348 shares had been issued and sold, leav- 
ing a balance of 2,106,652 shares available for is- 
suance and sale. 


AEP now proposes to issue and sell, from time to 
time through June 30, 1982, up to an additional 
7,000,000 shares of its authorized unissued com- 
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mon stock, plus the unsold balance of the shares 
of common stock heretofore authorized by the 
Commission for issuance, pursuant to the Plan. 
The price of shares purchased with reinvested 
cash dividends is 95% of the average of the daily 
high and low sales prices of AEP’s common stock 
on the New York Stock Exchange for the five trad- 
ing days ending on the day of purchase. 


The amended declaration and any further amend- 
ments thereto are available for public inspection 
through the Commission's Office of Public Refer- 
ence. Interested persons wishing to comment or 
request a hearing should submit their views in 
writing by June 26, 1981, to the Secretary, Securi- 
ties and Exchange Commission, Washington, D.C. 
20549, and serve a copy on the declarant at the 
address specified above. Proof of service (by affi- 
davit or, in case of an attorney at law, by certifi- 
cate) should be filed with the request. Any request 
for a hearing shall identify specifically the issues 
of fact or law that are disputed. A person who so 
requests will be notified of any hearing, if ordered, 
and will receive a copy of any notice or order 
issued in this matter. After said date, the declara- 
tion, as now amended or as it may be further 
amended, may be permitted to become effective. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 22074/June 1, 1981 


In the Matter of 


ARKANSAS POWER & LIGHT COMPANY 
First National Building 
Little Rock, Arkansas 72203 


(70-6607) 


NOTICE OF PROPOSED ISSUANCE AND SALE 
OF FIRST MORTGAGE BONDS 
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Arkansas Power & Light Company (‘‘Arkansas’), 
an electric utility subsidiary company of Middle 
South Utilities, Inc., a registered holding company, 
has filed an application with this Commission pur- 
suant to Section 6(b) of the Public Utility Holding 
Company Act of 1935 (‘‘Act’’) and Rule 50 promul- 
gated thereunder. 


Arkansas proposes to issue and sell up to 
$90,000,000 in principal amount of its first mort- 
gage bonds of a series having a term of not less 
than five nor more than thirty years. The terms will 
be determined by competitive bidding. The bonds 
are to be issued as a new series under Arkansas’ 
Mortgage and Deed of Trust, dated as of October 
1, 1944, as heretofore supplemented and as pro- 
posed to be further supplemented. Arkansas in- 
tends to use the net proceeds derived from the is- 
suance and sale of the bonds for the payment of a 
portion of its short-term indebtedness. Arkansas 
may request by amendment hereto that the sale of 
the bonds be excepted from the competitive bid- 
ding requirements of Rule 50. 


The application and any amendments thereto are 
available for public inspection through the Com- 
mission’s Office of Public Reference. Interested 
persons wishing to comment or request a hearing 
should submit their views in writing by June 30, 
1981, to the Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549, and serve 
a copy on the applicant at the address specified 
above. Proof of service (by affidavit or, in case of 
any attorney at law, by certificate) should be filed 
with the request. Any request for a hearing shall 
identify specifically the issues of fact or law that 
are disputed. A person who so requests will be 
notified of any hearing, if ordered, and will receive 
a copy of any notice or order issued in this matter. 
After said date, the application, as filed or as it 
may be amended, may be granted. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 22075/June 2, 1981 


In the Matter of 


APPALACHIAN POWER COMPANY 
40 Franklin Road 
Roanoke, Virginia 24009 


COLUMBUS AND SOUTHERN OHIO 
ELECTRIC COMPANY 

215 North Front Street 

Columbus, Ohio 43215 


INDIANA & MICHIGAN ELECTRIC COMPANY 
2101 Spy Run avenue 
Fort Wayne, Indiana 46801 


KENTUCKY POWER COMPANY 
1701 Central Avenue 
Ashland, Kentucky 41101 


KINGSPORT POWER COMPANY 
40 Franklin Road 
Roanoke, Virginia 24009 


MICHIGAN POWER COMPANY 
Post Office Box 367 
Three Rivers, Michigan 49093 


OHIO POWER COMPANY 
301 Cleveland Avenue, S.W. 
Canton, Ohio 44701 


WHEELING ELECTRIC COMPANY 
51 Sixteenth St. 
Wheeling, West Virginia 26003 


AMERICAN ELECTRIC POWER COMPANY, INC. 
2 Broadway 
New York, New York 10004 


(70-6361) 


NOTICE OF PROPOSAL OF HOLDING COMPA- 
NY TO MAKE CASH CAPITAL CONTRIBUTIONS 
TO SUBSIDIARY 


American Electric Power Company, Inc. (“AEP”), 
a registered holding company, and Appalachian 
Power Company (“Appalachian”), Columbus and 
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Southern Ohio Electric Company (‘‘CSOE”’), 
Indiana & Michigan Electric Company (‘l&M”), 
Kentucky Power Company (‘“KPCO”), Kingsport 
Power Company (‘Kingsport’), Michigan Power 
Company (‘Michigan’), Ohio Power Company 
(“Ohio Power’) and Wheeling Electric Company 
(“Wheeling”), public utility subsidiaries, have filed 
with this Commission a post-effective amendment 
to their application-declaration previously filed and 
amended pursuant to Sections 6(b) and 12 of the 
Public Utility Holding Company Act of 1935 (‘Act’) 
and Rule 50(a)(2) promulgated thereunder. 


By a prior order in this proceeding dated Decem- 
ber 9, 1980 (HCAR No. 21832), AEP was author- 
ized to issue and sell from time to time prior to 
January 1, 1982, short-term notes to 14 banks 
with lines of credit in an aggregate amount of 
$239,000,000, maturing no later than June 30, 
1982. AEP was also authorized to make cash cap- 
ital contributions from time to time subsequent to 
December 31, 1980 and prior to January 1, 1982, 
to Appalachian in the amount of $60 million, to 
CSOE in the amount of $40 million, to 1&M in the 
amount of $90 million, to KPCO in the amount of 
$20 million and to Ohio Power in the amount of 
$60 million. 


By post-effective amendment AEP seeks authority 
to also make cash capital contributions from time 
to time prior to January 1, 1982 to Kingsport in the 
aggregate amount of $2,000,000. The funds will 
be used to partially finance Kingsport’s general 
obligations, including estimated expenditures of 
$2,900,000 for Kingsport’s 1981 construction pro- 
gram, and to serve other corporate purposes. 


The application-declaration as amended by the 
post-effective amendment and any amendments 
thereto are available for public inspection through 
the Commission’s Office of Public Reference. In- 
terested persons wishing to comment or request a 
hearing should submit their views in writing by 
June 26, 1981, to the Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549, 
and serve a copy on the applicant-declarants at 
the addresses specified above. Proof of service 
(by affidavit or, in the case of an attorney at law, 
by certificate) should be filed with the request. Any 
request for a hearing shall identify specifically the 
issues of fact or law that are disputed. A person 
who so requests will be notified of any hearing, if 
ordered, and will receive a copy of any notice or 
order issued in this matter. After said date, the 
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application-declaration, as amended by the post- 
effective amendment or as it may be further 
amended, may be granted and permitted to be- 
come effective. 


For the Commission, by the Division of Corporate, 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 22076/June 3, 1981 


In the Matter of 


ALLEGHENY POWER SYSTEM, INC. 
New York, New York 


(70-6578) 


ORDER AUTHORIZING ISSUANCE AND SALE 
OF COMMON STOCK 


Allegheny Power System, Inc. (“APS”), a regis- 
tered holding company, has filed a declaration 
with this Commission pursuant to Sections 6(a) 
and 7 of the Public Utility Holding Company Act of 
1935 (‘Act’) and Rule 50 thereunder. 


APS proposes to issue and sell at competitive bid- 
ding, pursuant to Rule 50 under the Act, not more 
than 6,000,000 shares of its authorized and 
unissued common stock, par value $2.50 per 
share. The proceeds of the sale of the additional 
common stock, estimated at $84,000,000, togeth- 
er with other available funds, will be used to repay 
short-term debt and for other corporate purposes. 
It is estimated that approximately $90 million of 
short-term bank loans or commercial paper will be 
outstanding on June 11, 1981. 


The Maryland Public Service Commission has au- 
thorized the proposed transaction. No other state 
or federal commission, other than this Commis- 
sion, has jurisdiction over the transaction. The 
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fees and expenses to be incurred by APS in con- 
nection with the transaction are estimated at 
$164,000. 


Due notice of the filing of said declaration has 
been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21986), 
and no hearing has been requested of or ordered 
by the Commission. Upon the basis of the facts in 
the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied: 


IT IS ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
declaration, as amended, be, and it hereby is, 
permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 22077/June 3, 1981 


In the Matter of 


NORTHEAST UTILITIES 
West Springfield, Massachusetts 


THE CONNECTICUT LIGHT AND POWER 
COMPANY 
Berlin, Connecticut 


THE HARTFORD ELECTRIC LIGHT 
COMPANY 
Berlin, Connecticut 


WESTERN MASSACHUSETTS ELECTRIC 
COMPANY 
West Springfield, Massachusetts 


HOLYOKE WATER POWER COMPANY 
Holyoke, Massachusetts 
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NORTHEAST NUCLEAR ENERGY COMPANY 
Berlin, Connecticut 


(70-6586) 


ORDER AUTHORIZING ISSUANCE AND SALE 
OF SHORT/TERM NOTES AND COMMERCIAL 
PAPER: PARENT TO MAKE CAPITAL CONTRI- 
BUTIONS TO SUBSIDIARIES: EXEMPTION 
FROM COMPETITIVE BIDDING AS TO COM- 
MERCIAL PAPER 


The Connecticut Light and Power Company 
(“CL&P”), The Hartford Electric Light Company 
(““‘HELCO”’), Western Massachusetts Electric 
Company (‘‘WMECO’”), Holyoke Water Power 
Company (“HWP”) and Northeast Nuclear Energy 
Company (“NNECO”), wholly-owned subsidiaries 
of Northeast Utilities (‘“NU’’) have filed an 
application-declaration and an amendment thereto 
with this Commission pursuant to Sections 6, 7 
and 12(b) of the Public Utility Holding Company 
Act of 1935 (‘‘Act’) and Rules 45, 50(a)(2) and 
50(a)(5)(B) thereunder. 


This application-declaration relates to (1) pro- 
posed short-term borrowings by applicants- 
declarants through the issuance of notes to banks 
and, with the exception of HWP and NNECO, the 
issuance of commercial paper to a dealer in com- 
mercial paper from time to time on or before June 
30, 1982 and (2) proposed capital contributions 
and open account advances by NU to its subsidi- 
ary companies. The aggregate amount of all such 
notes at any time outstanding, whether issued to 
banks or to a dealer in commercial paper would 
not exceed $80,000,000 in the case of NU, 
$255,000,000 in the case of CL&P, $160,000,000 
in the case of HELCO, $60,000,000 in the case of 
WMECO, $20,000,000 in the case of HWP and 
$80,000,000 in the case of NNECO. The aggre- 
gate amount of bank notes and commercial paper 
that will be outstanding at any time will, in the 
cases of CL&P, HELCO and WMECO, be reduced 
by the amount of loans which such company or 
companies may have outstanding on a revolving 
basis under the Revolving Credit/Term Loan 
Agreement dated August 25, 1980 to which such 
companies are parties (HCAR No. 21684). CL&P, 
HELCO and WMECO each have authorization 
from the holders of their respective preferred 
stocks to issue securities representing unsecured 
indebtedness up to a maximum of 20% of their re- 
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spective capitalizations not later than March 31, 
1984 in the case of CL&P and HELCO and Febru- 
ary 10, 1984 in the case of WMECO. 


The applicants propose to renew and extend any 
outstanding notes or to refund them with other 
similar notes issued to banks or to a dealer in 
commercial paper and to issue and sell additional 
short-term notes (and to renew such notes) from 
time to time to meet portions of their capital re- 
quirements, subject to the applicable maximum 
limitations. 


The bank notes will each be dated the date of 
issue, will have maximum dates of nine months 
with right of renewal, will bear interest at the prime 
rate or at the prime rate plus a fraction thereof 
(not, as of April 30, 1981, exceeding 110% of the 
prime rate for any of the applicants), will be issued 
no later than June 30, 1982 and will be subject to 
prepayment without premium at any time at the 
applicants’ option. 


With respect to the issuance of bank notes, the 
applicants have credit lines with a number of 
banks subject in some cases to commitment fees 
and/or compensating balance requirements. The 
effective cost of borrowings under such credit 
lines, based on a prime rate of 20%, ranges from 
21.20% to 25.60%. The bank credit lines expire at 
various times in 1981 and 1982 and their contin- 
ued availability is subject to continuing review by 
the banks involved. Bank credit lines of the appli- 
cants may be changed and additional lines may be 
obtained from other banks. As of April 30, 1981, 
the credit lines permitted maximum borrowings of 
$176,655,000 at the prime rate; $30,000,000 at 
106% of the prime rate; $30,000,000 at 107% of 
the prime rate; $6,000,000 at 109% of the prime 
rate; and $12,000,000 at 110% of the prime rate. 


From time to time conditions in the capital markets 
are such that, in lieu of borrowing under their cred- 
it lines at interest rates based on the prime rate or 
the prime rate plus a fraction thereof, the appli- 
cants will find it advantageous to issue bank notes 
with interest rates determined with reference to 
other financial indices (such as the Federal Funds 
rates, bank certificate of deposit rates, Eurodollar 
rates or any combinations of these rates). In such 
cases, there may be prepayment penalties associ- 
ated with the bank notes. The applicants will avail 
themselves of the option of issuing bank notes on 
this basis in circumstances in which they antic- 
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ipate that their effective borrowing costs will be 
lower than for borrowings under their conventional 
credit lines. Of the banks with which the applicants 
had credit lines on April 30, 1981, banks having 
commitments aggregating $225,500,000 have 
offered such terms to the applicants at varying 
times. 


Commercial paper will be issued in the form of 
short-term promissory notes in denominations of 
not less than $50,000 and not more than 
$1,000,000, of varying maturities, with no maturity 
more than 270 days after the date of issue and will 
not be repayable prior to maturity. The commercial 
paper will be sold directly to a dealer in commer- 
cial paper, Lehman Commercial Paper, Incorpo- 
rated, at the discount rate per annum prevailing at 
the date of issuance for commercial paper of com- 
parable quality and of the particular maturity sold 
by public utility issuers thereof to commercial 
paper dealers. No commercial paper shall be 
issued having a maturity of more than 90 days at 
an effective interest cost to the applicant in excess 
of the effective bank interest rate at which the ap- 
plicant could obtain loans from banks in an 
amount at least equal to the principal amount of 
such commercial paper. No commission or fee will 
be payable in connection with the issuance and 
sale of the commercial paper. The purchasing 
dealer, as principal, will reoffer the commercial 
paper to institutional investors at a discount of not 
more than Ye of 1% per annum less than the pre- 
vailing discount rate to the applicant in such man- 
ner as not to constitute a public offering. 


The commercial paper will be reoffered to not 
more than 200 identified and designated custom- 
ers in a list (nonpublic) prepared for each appli- 
cant in advance by the purchasing dealer. No ad- 
ditions will be made to this customer list which 
includes commercial banks, insurance companies, 
corporate pension funds, investment trusts, foun- 
dations, colleges and universities, municipal and 
state benefit funds, eleemosynary institutions, fi- 
nance companies and nonfinancial corporations 
purchasing such paper for the purpose of investing 
their funds on a short-term basis. It is anticipated 
that the commercial paper will be held by custom- 
ers to maturity, but if such customers desire to 
resell prior to maturity, the purchasing dealer, pur- 
suant to a verbal repurchase agreement, will re- 
purchase the commercial paper and reoffer the 
same to others in the group of 200 customers. 
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NU expects to apply the new funds derived from 
the issuance and sale of the bank notes and the 
commercial paper during the period from June 1, 
1981 to June 30, 1982 (1) to make capital contri- 
butions of $30,000,000 to CL&P, (2) to make open 
account advances to HWP in amounts not to ex- 
ceed in the aggregate $6,000,000, to Rocky River 
Realty Company and the The Quinnehtuk Compa- 
ny, both wholly-owned real estate subsidiaries of 
NU, in amounts not to exceed in the aggregate 
$2,500,000 and $500,000, respectively, and (3) to 
supply funds as needed to other subsidiary 
companies as heretofore or hereafter authorized 
by the Commission. All capital contributions to 
subsidiaries will be credited to their capital surplus 
accounts. NU may make additional capital contri- 
butions of up to $10,000,000 to CL&P (or up to 
$40,000,000 in the aggregate), up to $30,000,000 
to HELCO, and up to $20,000,000 to WMECO, 
and it may elect to convert all or any portion of the 
estimated $6,0 ¥u, ‘f planned open account 
advances to HWP to capital contributions. Such 
determinations will be made in light of such factors 
as the results of rate cases, the ability of such 
companies to complete planned long-term financ- 
ings, the performance of nuclear units (in the 
cases of CL&P, HELCO and WMECO) and the fi- 
nancial condition of the subsidiary. 


The funds to be derived by CL&P, HELCO and 
WMECO from their proposed transactions will be 
applied, together with other funds available to 
these companies, to provide working capital and to 
finance their respective construction expenditures 
(including Allowance for Funds Used During Con- 
struction but excluding nuclear fuel) in 1981 and 
1982, which are estimated to be $414,000,000, 
$207,000,000 and $118,000,000, respectively. 
Funds derived by HWP from their proposed trans- 
actions will be applied to the installation of a sec- 
ond hydro unit as its facility at Hadley Falls on the 
Connecticut River, to the conversion of its Mt. Tom 
station from oil to coal (to the extent that funds 
from the other sources described below are insuf- 
ficient) and to provide working capital. NNECO will 
apply funds derived from the sale of bank notes 
and other funds available to it, for nuclear fuel 
financing during 1981 and 1982 and for operating 
and maintenance expenses for the Millstone 
plants. NNECO’s estimated total nuclear fuel ex- 
penditures in 1981 and 1982 total $131,000,000. 


HWP expects that it will finance most of the cost of 
conversion of its Mt. Tom station through an “oil 
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conservation adjustment’ rate mechanism that will 
be collected from customers once the plant begins 
to burn coal. The initial costs of conversion and 
any excess of costs over the rates so collected are 
expected to be financed through the sale of bank 
notes and capital contributions and/or open ac- 
count advances from NU until a proposed revolv- 
ing credit agreement between HWP and a group of 
banks is executed and receives necessary approv- 
als. The proposed revolving credit agreement will 
be the subject of a separate application-declara- 
tion to this Commission. 


Except as otherwise described herein and unless 
otherwise authorized by the Comission, any bank 
notes or commercial paper of NU, CL&P, HELCO, 
WMECO, HWP and NNECO outstanding at June 
30, 1982, will be repaid from internal cash re- 
sources or from the proceeds of long-term debt or 
equity financing. 


The applicants-declarants request an exemption 
from the competitive bidding requirements of Rule 
50 pursuant to paragraph (a)(5)(B) as to the issu- 
ance and sale of the commercial paper on the 
grounds that it is not practical to invite competitive 
bids for commercial paper and that current rates 
for commercial paper of borrowers such as 
applicants-declarants are published daily in finan- 
cial publications. 


No state commission and no federal commission, 
other than this Commission has jurisdiction over 
the proposed transaction. There are no fees 
commisssions or expenses expected to be in- 
curred in relation to the proposed transaction. 


Due notice of the filing of said application- 
declaration has been given in the manner pre- 
scribed in Rule 23 promulgated under the Act 
(HCAR No. 22038) and no hearing has been re- 
quested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and 
the rules thereunder are satisfied: 


IT IS ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
application-declaration, be, and it hereby is 
granted and permitted to become effective forth- 
with, subject to the terms and conditions pre- 
scribed in Rule 24 promulgated under the Act. 
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For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11786A/June 3, 1981 


In the Matter of 


SHEARSON LOEB RHOADES INC. 

SHEARSON LOEB RHOADES ASSET 
MANAGEMENT CORPORATION 

2 World Trade Center 

New York, NY 10048 


ISAAC B. GRAINGER 
11 West 51st Street 
New York, NY 


(812-4877) 
ERRATA: 


This is to correct an error made in Investment 
Company Act Release No. 11786, issued on May 
20, 1981, In the Matter of Shearson Loeb Rhoades 
Inc., Shearson Loeb Rhoades Asset Management 
Corporation and Isaac B. Grainger (812-4877). In 
the above-referenced public notice of the applica- 
tion the next to last paragraph reads as follows: 


“Accordingly, Applicants request that the 
Commission issue an order pursuant to 
Section 6(c) of the Act declaring that 
Mr. DiMartino shall not be deemed to be 
an interested person as defined in Sec- 
tion 2(a)(19)(B) of the Act solely for the 
purpose of Section 15(f)(1)(A) of the 
Act.” 


This paragraph should be changed to read as fol- 
lows (change underlined): 


“Accordingly, Applicants request that the 
Commission issue an order pursuant to 
Section 6(c) of the Act declaring that 
Mr. Grainger shall not be deemed to be 
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an interested person as defined in Sec- 
tion 2(a)(19)(B) of the Act solely for the 
purpose of Section 15(f)(1)(A) of the 
Act.” 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11798/May 29, 1981 


In the Matter of 


SENTRY CASH MANAGEMENT FUND, INC. 
1800 North Point Drive 
Stevens Point, Wisconsin 54481 


(812-4837) 


ORDER PURSUANT TO SECTION 6(c) OF THE 
ACT EXEMPTING APPLICANT FROM THE PRO- 
VISIONS OF SECTION 2(a)(41) OF THE ACT 
AND RULES 2a-4 AND 22c-1 THEREUNDER 


Sentry Cash Management Fund, Inc. (‘‘Appli- 
cant’), an open-end, diversified management in- 
vestment company which has filed a registration 
statement under the Investment Company Act of 
1940 (“Act”), filed an application on March 9, 
1981, requesting an order of the Commission, pur- 
suant to Section 6(c) of the Act, exempting the Ap- 
plicant from the provisions of Section 2(a)(41) of 
the Act and Rules 2a—4 and 22c-—1 thereunder to 
the extent necessary to permit the Applicant to 
value its portfolio securities using the amortized 
cost method of valuation. 


On May 4, 1981, a notice (Investment Company 
Act Release No. 11762) was issued of the filing of 
the application. The notice gave interested per- 
sons an opportunity to request a hearing and stat- 
ed that an order disposing of the application would 
be issued as of course unless a hearing should be 
ordered. No request for a hearing has been filed, 
and the Commission has not ordered a hearing. 
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The matter having been considered, it is found 
that granting the requested exemptions is appro- 
priate in the public interest and consistent with the 
protection of investors and the purposes fairly in- 
tended by the policy and provisions of the Act. Ac- 
cordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the 
Act, that the application for exemption from the 
provisions of Section 2(a)(41) of the Act and Rules 
2a-4 and 22c-1 thereunder, to the extent re- 
quested, be and hereby is, granted, effective forth- 
with subject to those conditions to which Applicant 
has consented and which are set forth in Invest- 
ment Company Act Release No. 11762. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11799/May 29, 1981 


In the Matter of 


TRUSTEED INCOME ESTATES CERTIFICATES 
ORIGINAL SERIES 

919 18th Street, N.W. 

Washington, D.C. 20006 


(811-110) 


NOTICE OF PROPOSAL TO TERMINATE REG- 
ISTRATION PURSUANT TO SECTION 8(f) OF 
THE INVESTMENT COMPANY ACT 


NOTICE IS HEREBY GIVEN that the Commission 
proposes, pursuant to Section 8(f) of the Invest- 
ment Company Act of 1940 (‘Act’), to declare by 
order on its own motion that Trusteed Income Es- 
tates Certificates Original Series (‘Trust’), regis- 
tered under the Act as an unit investment trust, 
has ceased to be an investment company as de- 
fined by the Act. 


Information contained in the files of the Commis- 
sion indicates that the Trust was organized as a 
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common law trust in the state of New Jersey by 
trust agreement dated April 1, 1933. The Trust 
filed Form N-8A, Notification of Registration, with 
the Commission on November 1, 1940. According 
to its Form N-8A, the Trust last offered its securi- 
ties to the public on February 26, 1938. Commis- 
sion records indicate that the Trust is presently in- 
active and has no reported assets. 


Section 8(f) of the Act provides, in pertinent part, 
that whenever the Commission, on its own motion 
or upon application, finds that a registered invest- 
ment company has ceased to be an investment 
company, it shall so declare by order and upon the 
taking effect of that order the registration of that 
investment company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than June 23, 1981, at 5:30 
p.m., submit to the Commission in writing, a re- 
quest for a hearing on the proposal accompanied 
by a statement as to the nature of his interest, the 
reasons for such request and the issues, if any, of 
fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall 
order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. 
A copy of such request shall be served personally 
or by mail upon the Trust at the address stated 
above. Proof of such service (by affidavit or, in the 
case of an attorney-at-law, by certificate) shall be 
filed contemporaneously with the request. As pro- 
vided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of 
the proposal herein will be issued as of course fol- 
lowing said date unless the Commission thereafter 
orders a hearing upon request or upon the Com- 
mission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is 
ordered, will receive any notices and orders 
issued in this matter, including the date of the 
hearing (if ordered) and any postponements there- 
of. 


For the Commission, by the division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11800/June 1, 1981 


In the Matter of 


MONTROSE INVESTORS, INC. 
c/o Mr. Allen M. Singer 

11109 Deborah Dr. 

Potomac, MD 20854 


(811-2010) 


NOTICE OF FILING OF APPLICATION PURSU- 
ANT TO SECTION 8(f) OF THE ACT FOR AN 
ORDER DECLARING THAT APPLICANT HAS 
CEASED TO BE AN INVESTMENT COMPANY 


NOTICE |S HEREBY GIVEN that Montrose Inves- 
tors, Inc. (‘Applicant’), a Delaware corporation 
registered under the Investment Company Act of 
1940 (“Act”) as an open-end, diversified manage- 
ment investment company, filed an application on 
June 28, 1978, for an order of the Commission, 
pursuant to Section 8(f) of the Act, declaring that 
Applicant has ceased to be an investment compa- 
ny as defined by the Act. All interested persons 
are referred to the application on file with the 
Commission for a statement of the representations 
contained therein, which are summarized below. 


Applicant registered under the Act on January 22, 
1970. The application states that at a meeting held 
on December 20, 1977, a plan of liquidation and 
dissolution was approved by shareholders. It is as- 
serted that, pursuant to that plan, on December 
30, 1977, a liquidating dividend amounting to 
$8.50 per share was distributed to shareholders of 
Applicant who had not redeemed their shares prior 
to that date. Finally, the application states that, at 
the date of the filing of the application, the Appli- 
cant had no assets and no stockholders. 


Section 8(f) of the Act provides, in pertinent part, 
that when the Commission, upon application, finds 
that a registered investment company has ceased 
to be an investment company, it shall so declare 
by order, and that, upon the effectiveness of such 
order, the registration of such company will cease 
to be in effect. 


NOTICE IS FURTHER GIVEN that any interested 


person may, not late» than June 26, 1981, at 5:30 
p.m., submit to the Commission in writing a re- 
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quest for a hearing on the application accom- 
panied by a statement as to the nature of his inter- 
est, the reason for such request, and the issues, if 
any, of fact or law proposed to be controverted, or 
he may request that he be notified if the Commis- 
sion shall order a hearing thereon. Any such com- 
munication should be addressed: Secretary, Secu- 
rities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request shall be 
served personally or by mail upon Applicant at the 
address stated above. Proof of such service (by 
affidavit or, in the case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with 
the request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an 
order disposing of the application will be issued as 
of course following said date unless the Commis- 
sion thereafter orders a hearing upon request or 
upon the Commission’s own motion. Persons who 
request a hearing, or advice as to whether a hear- 
ing is ordered, will receive any notices and orders 
issued in this matter, including the date of the 
hearing (if ordered) and any postponements there- 
of. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11801/June 2, 1981 


In the Matter of 

PHILADELPHIA LIFE INSURANCE COMPANY 
and 

PHILADELPHIA LIFE SEPARATE ACCOUNT A 
111 North Broad Street 

Philadelphia, Pennsylvania 19107 

(812-4778) 

ORDER PURSUANT TO SECTION 6(c) OF THE 


ACT GRANTING EXEMPTIONS FROM SEC- 
TIONS 2(a)(32), 2(a)(35), 22(c), 26(a), 26(a) 
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(2)(C), 26(a)(2)(D), 27(c)(1), 27(c)(2), and 27(d) 
OF THE ACT AND RULE 22c-1 THEREUNDER 
AND PURSUANT TO SECTION 11 OF THE ACT 
APPROVING CERTAIN OFFERS OF EXCHANGE 


Philadelphia Life Insurance Company, a stock life 
insurance company organized under the laws of 
the Commonwealth of Pennsylvania, and Philadel- 
phia Life Separate Account A, registered under the 
Investment Company Act of 1940 (‘‘Act’’) as a unit 
investment trust, filed an application on December 
5, 1980, and an amendment thereto on February 
4, 1981, pursuant to Section 11 of the Act for an 
order of the Commission approving certain offers 
of exchange, and pursuant to Section 6(c) of the 
Act, for an order granting exemptions from Sec- 
tions 2(a)(32), 2(a)(35), 22(c), 26(a), 26(a)(2)(C), 
26(a)(2)(D), 27(c)(1), 27(c)(2), 27(d), and Rule 
22c-1 of the Act, insofar as such exemptions are 
necessary to permit the transactions described 
therein. 


On May 8, 1981, a notice was issued (Investment 
Company Act Release No. 11767) of the filing of 
the application. The notice gave interested per- 
sons an opportunity to request a hearing and stat- 
ed that an order disposing of the application would 
be issued as of course unless a hearing should be 
ordered. No hearing has been requested and the 
Commission has not ordered a hearing. 


The matter has been considered and it is found 
that the granting of the application is appropriate 
in the public interest and consistent with the pro- 
tection of investors and the purposes fairly intend- 
ed by the policy and provisions of the Act. Accord- 
ingly, 


IT IS ORDERED, pursuant to Section 6(c) of the 
Act, that the requested exemptions from Sections 
2(a)(32), 2(a)(35), 22(c), 26(a), 26(a)(2)(C), 
26(a)(2)(D), 27(c)(1), 27(c)(2), and 27(d) of the 
Act and Rule 22c-1 thereunder be, and hereby 
are, granted, and pursuant to Section 11 of the Act 
that the proposed offers of exchange be, and 
hereby are, approved, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11802/June 4, 1981 


In the Matter of 
STATE MUTUAL SECURITIES, INC. 
and 


STATE MUTUAL LIFE ASSURANCE COMPANY 
OF AMERICA 

440 Lincoln Street 

Worcester, Massachusetts 01605 


(812-4861) 


NOTICE OF FILING OF APPLICATION PURSU- 
ANT TO SECTION 17(D) OF THE ACT AND 
RULE 17d-1 THEREUNDER TO AMEND AN 
EXISTING ORDER PERMITTING CERTAIN 
JOINT TRANSACTIONS 


NOTICE IS HEREBY GIVEN that State Mutual Se- 
curities, Inc. (‘Fund’), a registered closed-end, di- 
versified investment company, and its investment 
adviser, State Mutual Life Assurance Company of 
America (“Insurance Company’), a mutual life in- 
surance company organized under the laws of 
Massachusetts (the Fund and the Insurance Com- 
pany are together referred to hereinafter as ‘“Ap- 
plicants”’), filed an application on April 10, 1981, 
for an order amending the conditions contained in 
a prior order of the Commission (“1973 Order’) 
(Investment Company Act Release No. 7665, Feb- 
ruary 12, 1973) pursuant to Section 17(d) of the 
Investment Company Act of 1940 (‘Act’) and Rule 
17d-1 thereunder, which order authorized the In- 
surance Company to invest concurrently for its 
general account in each issue of securities pur- 
chased by the Fund at direct placement (unless 
the security to be purchased is a long-term debt 
obligation or preferred stock without equity partici- 
pation). All interested persons are referred to the 
application on file with the Commission for a state- 
ment of the representations contained therein, 
which are summarized below. 


Section 17(d) of the Act and Rule 17d-1 thereun- 
der, taken together, provide, in part, that it is un- 
lawful for an affiliated person of a registered in- 
vestment company, acting as principal, to effect 
any transaction in which such investment compa- 
ny is a joint participant, without the permission of 
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the Commission. Rule 17d-1 provides, in part, 
that in passing upon applications for orders 
granting such permission, the Commission will 
consider (1) whether the participation of the in- 
vestment company in such transaction on the 
basis proposed is consistent with the provisions, 


policies and purposes of the Act, and (2) the ex- © 


tent to which such participation is on a basis differ- 
ent from or less advantageous than that of other 
participants. Section 2(a)(3) of the Act includes 
within the definition of “affiliated person” any in- 
vestment adviser of an investment company. As 
noted above, the Insurance Company is the 
Fund’s investment adviser. Colonial Management 
Associates Inc. (“Colonial’’), a second-teir subsidi- 
ary of the Insurance Company, acts as sub- 
adviser to the Fund. 


Applicants state that the terms of the 1973 Order 
permitting concurrent investment by the Insurance 
Company and the Fund include the following 
specified conditions: (i) that all securities which 
the Insurance Company is prepared to purchase 
at direct placement and which are consistent with 
the Fund’s investment policies, be shared equally 
by the Insurance Company and the Fund (unless 
certain determinations are made by the Fund’s 
Board of Directors); (ii) the Insurance Company 
will invest an amount equal to the amount invested 
in the issue by the Fund; (iii) neither the Fund nor 
the Insurance Company will have any prior interest 
in the issuer or acquire any subsequent interest in 
the issuer, other than interests in all respects iden- 
tical; and (iv) neither the Insurance Company nor 
the Fund will sell, exchange or otherwise dispose 
of any interest in any security of a class held by 
the Fund unless each makes such disposition at 
the same time, for the same unit consideration and 
in the same amount. 


Applicants represent that at the time of the Fund’s 
inception in 1973, it was believed that common 
stocks or other securities with equity participations 
acquired at direct placement would be attractive 
investments for the Fund because these invest- 
ments frequently offered substantial yields in addi- 
tion to potential for capital appreciation. Applicants 
further state that since 1973 the Insurance 
Company and the Fund have jointly acquired two 
securities with equity participations in direct place- 
ments, and that at December 31, 1980, approxi- 
mately 10.6% of the value of the Fund’s assets 
was invested in direct placement securities, with 
approximately 1.8% consisting of securities with 
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equity participations and approximately 8.8% 
being debt securities without equity participations. 
Applicants state that the balance of approximately 
89.4% of the Fund’s portfolio consisted of publicly- 
traded debt issues, cash and cash items, and divi- 
dends and interest receivables. It is also stated 
that in the immediate future, the Insurance Com- 
pany anticipates that it will have opportunities to 
participate in and may make substantial acquisi- 
tions of direct placement securities with equity 
participations. 


Applicants further represent that the Insurance 
Company, Colonial and the Fund believe that the 
investment criteria applicable to the Fund and 
those applicable to the Insurance Company are 
sufficiently different so that the purchase of direct 
placement securities with equity participations 
which the Insurance Company finds attractive may 
not be in the best interests of the Fund in fulfilling 
its primary investment objective of providing a high 
rate of current income, with capital appreciation as 
a secondary objective. Applicants further state 
that a significant difference in investment capacity 
exists between the Fund and the Insurance Com- 
pany, as the Insurance Company enjoys a contin- 
uous and largely predictable flow of new funds 
available for investment, whereas the Fund, which 
is not engaged in a continuous public offering of 
its shares, has only a very limited flow of new 
funds for investment, derived from repayments of 
principal on its portfolio securities. Applicants 
state that because of this difference in cash inflow 
and because the Insurance Company’s net assets 
are more than twenty times the Fund’s net assets, 
the Insurance Company frequently has funds 
available for purchase of a direct placement, 
whereas the Fund would have only such funds as 
may be forthcoming from principal repayments or 
from the sale of a publicly-traded debt security. 
Applicants further state that many direct place- 
ments involve substantial delays between the time 
of commitment to purchase and the closing date; 
that while the Insurance Company can anticipate 
having newly-acquired capital to invest on the date 
of a closing, the Fund must, in effect, commit itself 
to liquidate portfolio securities at a future date 
when such liquidation might not be appropriate. 
Applicants note, in addition, that there may be 
times when it would be inappropriate for the Fund 
to make additional investments in a particular in- 
dustry or in securities with equity participations 
while the Insurance Company may, because of dif- 
ferent holdings, be adding to its investment in that 
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industry, or increasing its investment in securities 
with equity participations. 


Applicants further represent that during the period 
in which the 1973 Order has been in effect, the In- 
surance Company and the Fund have filed more 
than ten applications with the Commission for spe- 
cial orders, pursuant to Section 17(d) of the Act 
and Rule 17d-1 thereunder, permitting proposed 
actions that were either clearly or arguably incon- 
sistent with the conditions contained in the 1973 
Order, but which Applicants believed were consist- 
ent with the purposes of the Act and did not in- 
volve participation by the Fund on a basis less ad- 
vantageous than that of any other participants. For 
these reasons, Applicants request that the 1973 
Order be amended to rescind all conditions con- 
tained therein, and to substitute, in lieu thereof, 
the following conditions: 


1. Each time the Insurance Company proposes to 
participate in a direct placement involving its pur- 
chase of securities the purchase of which would 
be consistent with the investment policies of the 
Fund, the Insurance Company will offer the Fund 
an opportunity to purchase an amount of each 
class of such securities equal to the amount of 
such securities proposed to be purchased by the 
Insurance Company. The Fund may choose to 
purchase none of such securities, or an amount of 
such securities up to the entire amount of securi- 
ties offered to it by the Insurance Company. 


2. If the Fund chooses to participate in a direct 
placement and share equally with the Insurance 
Company in each class of such securities, the In- 
surance Company and the Fund may purchase 
such securities at the same times and at the same 
unit prices without further order of the Commis- 
sion. 


3. If the Fund chooses to participate in a direct 
placement on a basis other than an equal basis 
with the Insurance company, an application for an 
order of the Commission specifically permitting 
such unequal participation must be filed with the 
Commission pursuant to Section 17(d) of the Act 
and Rule 17d—1 thereunder. In the event that the 
Commission shall not enter such an order prior to 
the scheduled closing date for the acquisition of 
such securities by the Fund, the Insurance Com- 
pany will purchase the portion of such securities 
intended to be purchased by the Fund and will 
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apply for an order of the Commission under Sec- 
tion 17(b) of the Act permitting the Insurance Com- 
pany to sell such securities to the Fund at the 
price paid by the Insurance Company, plus ac- 
crued interest or dividends (and, in the case of any 
debt securities purchased by the Insurance Com- 
pany for less or more than the principal amount 
thereof, adjusted to reflect the accrual of the origi- 
nal discount or the amortization of the original pre- 
mium). If such order of the Commission shall be 
entered within three months after such closing 
date, then the Insurance Company shall sell to the 
Fund the portion of such securities which had 
been intended to be purchased by the Fund, such 
sale to be made at the price described in the pre- 
ceding sentence. If such order shall not be granted 
within three months after such closing date, then 
the Insurance Company’s obligation to sell such 
securities to the Fund will terminate. 


4. If the Fund chooses not to participate in a direct 
placement offered to it by the Insurance Company, 
the Fund’s decision must be approved by the 
Board of Directors of the Fund, including a majori- 
ty of the directors of the Fund who are not “‘inter- 
ested persons” of the Fund, as defined in the Act. 
The Fund’s determination not to participate in a di- 
rect placement and the reasons therefor will be re- 
corded and become a part of the permanent rec- 
ords of the Fund. 


5. Unless otherwise permitted by special order of 
the Commission, neither the Insurance Company 
nor the Fund will exercise warrants of a class held 
by both the Fund and the Insurance Company ex- 
cept at the times and in amounts proportionate to 
their respective holdings of such securities. 


6. Unless otherwise permitted by special order of 
the Commission, neither the Insurance Company 
nor the Fund will sell, exchange or otherwise 
dispose of any interest in any security of a class 
held by both the Fund and the Insurance Company 
unless such dispositions are made at the same 
times, for the same unit consideration and in 
amounts proportionate to their respective holdings 
of such securities. 


7. The expenses, if any, of the distribution of any 
securities registered for sale under the Securities 
Act of 1933 and sold by the Insurance Company 
and the Fund at the same time will be shared by 
the Insurance Company and the Fund in propor- 
tion to the respective amounts they are selling. 
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Applicants submit that the foregoing conditions are 
adequate to ensure that the concurrent participa- 
tion by the Insurance Company and the Fund in di- 
rect placements, and the subsequent exercise of 
warrants and conversion privileges and other 
rights relating to securities purchased by the In- 
surance Company and the Fund in such direct 
placements, would be consistent with the provi- 
sions, policies and purposes of the Act and would 
not result in the participation of the Fund being on 
a basis different from or less advantageous than 
that of the Insurance Company or any other partic- 
ipants. 


Applicants assert that the proposed conditions will 
give the Fund the opportunity (i) to acquire com- 
mon stocks and other securities with equity partici- 
pations or to acquire long-term debt obligations or 
preferred stocks without equity participations on 
an equal basis with the Insurance Company and 
(ii) to decline to participate with the Insurance 
Company in a direct placement of such securities, 
depending on the best interests of the Fund. Appli- 
cants submit that there are ample safeguards to 
assure that any participation by the Fund in such 
direct placements will not be on a basis less ad- 
vantageous than that of the Insurance Company. 
Applicants assert that because the proposed con- 
ditions would permit the Insurance Company and 
the Fund to exercise warrants and conversion priv- 
ileges and other rights relating to securities held 
by both the Insurance Company and the Fund, 
and to dispose of such securities, only in propor- 
tion to their respective holdings of such securities, 
such actions could not be taken in a manner which 
would be disadvantageous to the Fund as com- 
pared to the Insurance Company. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than June 29, 1981, at 5:30 
p.m., submit to the Commission in writing a re- 
quest for a hearing on the application accom- 
panied by a statement as to the nature of his inter- 
est, the reasons for such request, and the issues, 
if any, of fact or law proposed to be controverted, 
or he may request that he be notified if the Com- 
mission shall order a hearing thereon. Any such 
communication should be addressed: Secretary, 
Securities and Exchange Commission, Washing- 
ton, D.C. 20549. A copy of such request shall be 
served personally or by mail upon Applicants at 
the address stated above. Proof of such service 
(by affidavit or, in the case of an attorney-at-law, 
by certificate) shall be filed contemporaneously 
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with the request. As provided by Rule 0-5 of the 
Rules and Regulations promulgated under the Act, 
an order disposing of the application will be issued 
as of course following said date unless the Com- 
mission thereafter orders a hearing upon request 
or upon the Commission’s own motion. Persons 
who request a hearing, or advice as to whether a 
hearing is ordered, will receive any notices and 
orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








SECURITIES INVESTOR PROTECTION 
ACT OF 1970 





SECURITIES INVESTOR PROTECTION ACT OF 
1970 
Release No. 98/June 3, 1981 


In the Matter of 


SECURITIES INVESTOR PROTECTION 
CORPORATION 

900 17th Street, N.W. 

Washington D.C. 20006 


NOTICE OF FILING OF PROPOSED RULE 
CHANGE BY THE SECURITIES INVESTOR PRO- 
TECTION CORPORATION AND ORDER AP- 
PROVING PROPOSED RULE CHANGE (File 
No. SIPC-81-1) 


Pursuant to Section 3(e)(2) of the Securities In- 
vestor Protection Act of 1970, as amended, 15 
U.S.C. §78(ccc)(e)(2) (the “SIPA Act’), notice is 
hereby given that on May 7, 1981, the Securities 
Investor Protection Corporation filed with the Com- 
mission copies of a proposed rule change making 
technical conforming changes to SIPC Rules 
100(a) and 300(a) [17 C.F.R. §§300.100(a) and 
300(a)] which are necessitated by the Bankruptcy 
Reform Act of 1978. 


Interested persons are invited to submit written 
data, views and arguments concerning the sub- 
mission within 21 days from the date of this publi- 
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cation. Persons desiring to make written com- 
ments should file six copies thereof with the 
Secretary of the Commission, Securities and Ex- 
change Commission, 500 North Capitol Street, 
Washington, DC 20549. Reference should be 
made to File No. SIPC-81-1. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission, and all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those 
which may be withheld from the public in accord- 
ance with the provisions of 5 U.S.C. §552, will be 
available for inspection and copying at the Com- 
mission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. 


The Commission finds that the proposed rule 
change is in the public interest and is consistent 
with the purposes of the SIPA Act. The Commis- 
sion further finds good cause for approving the 
proposed rule change prior to the thirtieth day 
after the date of publication of notice of filing 
thereof. The proposed rule change is technical in 
nature and is necessitated by operation of law 
through the enactment of the Bankruptcy Reform 
Act of 1978. 


IT IS THEREFORE ORDERED, pursuant to Sec- 
tion 3(e)(2) of the SIPA Act, that the proposed rule 
change referenced above be, and it hereby is, ap- 
proved. 


By the Commission. 


George A. Fitzsimmons 
Secretary 








LITIGATION 





Litigation Release No. 9363/June 1, 1981 


U.S. v. JOHNEY B. KEARNEY, ET AL. (USDC, 
UT., CR-80-83W) 


Ronald L. Rencher, United States Attorney for 
Utah, and Robert H. Davenport, Administrator of 
the Denver Regional Office of the Commission, 
today announced that on April 21, 1981, the Hon- 
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orable David K. Winder, District Judge of the 
United States District of Utah, sentenced Johney 
B. Kearney of Los Angeles, California, and former- 
ly of Salt Lake City, Utah and Phoenix, Arizona, to 
five years in federal prison to be followed by five 
years probation and restitution as determined by 
the Federal Probation and Parole Office. On 
May 15, 1981, Judge Winder sentenced Richard 
S. Berry, formerly an attorney practicing in 
Phoenix, Arizona to three years in federal prison. 
Both Kearney and Berry earlier, on February 9, 
1981 after a week of trial, plead guilty to two 
counts of transporting in interstate commerce 
money obtained by fraud and one count of con- 
spiracy to transport in interstate commerce money 
obtained by fraud respectively. Kearney and Berry 
were indicated by a grand jury in Salt Lake City, 
Utah on June 19, 1980 in varying counts of a 
17-count indictment charging them and three 
others with securities fraud, mail fraud, and trans- 
porting in interstate commerce money obtained by 
fraud in connection with the offer and sale of capi- 
tal notes of Century Mortgage Co., Ltd. to resi- 
dents of the state of Utah. The execution of 
Kearney’s sentence was ordered to commence on 
August 20, 1981. Berry is currently serving a six- 
month federal prison sentence for a conviction in 
another matter in Arizona. Judge Winder earlier 
imposed sentences on the other three defendants. 


For further information, see Litigation Releases 
Nos. 7801, 7814, 7845, 7975, 8071, 8312, 8649, 
9127 and 9308. 





Litigation Release No. 9364/June 1, 1981 


SEC v. JAMES ROBERT MEEK, MAXWELL E. 
MEEK, MAJOR IMPROVEMENT CORPORATION 
(USDC/WDIOKLA/OKLA CITY DIV.) (CIV-81- 
227T) 


Wayne M. Secore, Administrator of the Fort Worth 
Regional Office, announced that on May 26, 1981, 
the Honorable Ralph C. Thompson of the United 
States District Court for the Western District of 
Oklahoma, entered an order permanently en- 
joining James Robert Meek (J. R. Meek) from fur- 
ther violations of Section 17(a) of the Securities 
Act of 1933 and Section 10(b) of the Securities Ex- 
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change Act of 1934 and Rule 10b-5 thereunder. 
J. R. Meek consented to the entry of the order 
without admitting or denying the allegations in the 
Commission’s complaint. 


The complaint, filed on February 24, 1981, against 
J. R. Meek, Maxwell E. Meek and Major Improve- 
ment Corporation (Major Improvement) alleges 
that Guaranty Trust Company (Guaranty) of Ponca 
City, Oklahoma, issued passbook savings ac- 
counts and certificates of deposit to investors in 
various states. The complaint further alleges that 
Maxwell E. Meek was responsible for Guaranty’s 
day-to-day operations, J. R. Meek was the presi- 
dent of Guaranty, and Major Improvement was 
Maxwell E. Meek’s wholly owned corporation. 


Specifically, the complaint alleges that the Meeks 
made material misrepresentations and omitted to 
state material facts, concerning, among other 
things, that: Guaranty’s funds, bank accounts, bro- 
kerage accounts, and credit were used for the 
benefit of the Meeks and Major Improvement; and, 
Guaranty was in a precarious financial condition. 
These material misrepresentations and omissions 
occurred, the complaint alleged, when Guaranty 
sold its certificates of deposit and passbook sav- 
ings accounts to the public; and when Guaranty 
purchased and sold, ostensibly for its own invest- 
ment portfolio, certain government and other secu- 
rities. 


For further information, see Litigation Release 
No. 9307. 





Litigation Release No. 9365/June 1, 1981 


SECURITIES AND EXCHANGE COMMISSION v. 
KENNETH G. HARPLE, ET AL. (S.D. Fla., Civil Ac- 
tion No. 81-6256-Civ-WMHh) 


Jule B. Greene, Administrator, Atlanta Regional 
Office and Charles C. Harper, Associate Regional 
Administrator, Miami Branch Office of the Securi- 
ties and Exchange Commission, announced that 
on May 7, 1981 the Commission filed a complaint 
in the United States District Court for the Southern 
District of Florida against Kenneth G. Harple 
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(“Harple”), Francis B. Miller (‘Miller’), William J. 
Boecklen (‘““Boecklen’), and Robert K. Michaels 
(“Michaels”). Harple was an officer and director of 
Modular Computer Systems, Inc. (‘‘“Modcomp”), 
Fort Lauderdale, Florida from 1970 until 1979; 
Miller was an officer of Modcomp from 1972 until 
1976; Boecklen was controller of Modcomp from 
1975 until 1976 and continues to hold another fi- 
nancial position at this time; and Michaels was the 
assistant secretary/treasurer of Modcomp from 
1973 until late 1977. 


As a company whose securities are registered 
under the Securities Exchange Act of 1934, 
Modcomp was, and is, required to file with the 
Commission annual reports on Form 10-K, quar- 
terly reports on Form 10-Q, and current reports on 
Form 8-K. The Commission’s Complaint alleged 
that Modcomp’s annual reports on Form 10-K for 
the years 1974 and 1975, as weil as the quarterly 
reports filed during 1975, were materially false and 
misleading in that they failed to disclose that a ma- 
terial amount of Modcomp’s reported sales reve- 
nue was recognized by a method contrary to its 
stated revenue recognition policy. Modcomp’s rev- 
enue recognition policy was and is that, “sales are 
recorded when shipments are made”. Modcomp 
failed to disclose that material amounts of prod- 
ucts reported as sold by Modcomp were not 
shipped until after the end of each period in which 
they were reported as sales and therefore 
Modcomp’s net income and earnings per share 
were materially overstated in each of the reporting 
periods. Further, for the year ended on Decem- 
ber 31, 1974, outstanding payables in a material 
amount were not reported by Modcomp in its fi- 
nancial statements. In July, 1975, a physical in- 
ventory showed Modcomp’s inventory to be mate- 
rially less than the amount reflected on its books, 
resulting in an understatement of reported cost of 
sales and an overstatement of net income. In the 
third quarter of 1975, a material dollar amount was 
arbitrarily removed from cost of sales and added 
to the inventory account, thereby increasing re- 
ported earnings. 


It was further alleged that Modcomp’s Form 10-Q 
filed with the Commission for the first quarter of 
1976 was materially false and misleading in that in 
addition to the items described above, Modcomp 
failed to disclose that a material amount of ex- 
penses for one of its subsidiaries was not reflected 
in Modcomp’s consolidated financial statement, 
thereby increasing Modcomp’s reported earnings 
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for that quarter. Modcomp filed a Form 10-Q with 
the Commission for the second quarter of 1976 
which showed a pre-tax loss of approximately 
$6,000,000 for the quarter and a Form 8-K for the 
month of August, 1976 which disclosed a material 
writedown in Modcomp’s inventory. The complaint 
alleged that the foregoing reports were false and 
misleading since the reported loss and inventory 
writedown were properly allocable to prior ac- 
counting periods. 


Finally, the Complaint alleged that during the time 
that the foregoing reports were filed with the Com- 
mission, the defendants Harple, Miller, Boecklen, 
and Michaels aided and abetted Modcomp in 
issuing and disseminating to its shareholders and 
the investing public, and in filing with the Commis- 
sion materially false and misleading annual re- 
ports on Form 10-K, quarterly reports on Form 
10-Q, and a current report on Form 8-K and in 
releasing information to the investing public which 
failed to disclose the matters set forth above. 


In March, 1979, Modcomp filed a Form 8 with the 
Commission which amended its periodic reports 
filed with the Commission pursuant to the Ex- 
change Act. That Form 8 materially restated 
Modcomp’s financial statements for the years 
1973 through 1977. 


Simultaneously with the filing of the Commission's 
Complaint, the defendants Harple, Miller, Beock- 
len, and Michaels, without admitting or denying 
the allegations in the Commission’s Complaint, 
consented to the entry of a Final Judgment of Per- 
manent Injunction which enjoined them from fur- 
ther aiding and abetting violations of the periodic 
reporting provisions of the Securities Exchange 
Act of 1934 and the anti-fraud provisions of the 
Securities Act of 1933 and the Securities Ex- 
change Act of 1934. On May 22, 1981 the Honora- 
ble William M. Hoeveler, United States District 
Judge, entered the Final Judgments of Permanent 
Injunction. 
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Litigation Release No. 9366/June 1, 1981 


SECURITIES AND EXCHANGE COMMISSION v. 
CALHOUN COUNTY MEDICAL FACILITY, INC., 
ET AL., Civil Action No. WC-81-61-WK-P (United 
States District Court for the Northern District of 
Mississippi) 


Jule B. Greene, Regional Administrator of the 
Commission’s Atlanta Regional Office, announced 
the filing of a Complaint, alleging violations of Sec- 
tions 17(a)(2) and (3) of the Securities Act of 1933 
against Calhoun County Medical Facility, Inc. 
(‘the Issuer’), a Mississippi corporation; Bulling- 
ton-Schas & Co., Inc. (‘‘Bullington-Schas’’), a 
Memphis, Tennessee broker-dealer; A. Dulaney 
Tipton (‘‘Tipton’”) of Memphis, Tennessee, Presi- 
dent of Bullington-Schas; Terry Allen Frost 
(“Frost”) of Memphis, Tennessee, a registered 
representative associated with Bullington-Schas; 
and Jerald H. Sklar (‘Sklar’), an attorney in 
Memphis, Tennessee. 


The Commission’s Complaint alleged that the Is- 
suer offered and sold $1.8 million of its first mort- 
gage revenue bonds to finance the acquisition of 
the Calhoun County Hospital in Calhoun County, 
Mississippi; that Bullington-Schas served as un- 
derwriter for the bond issue; that Tipton and Frost 
performed Bullington-Schas’ underwriting duties 
and participated in the sale of the bonds; and that 
Sklar acted as bond counsel. The Complaint fur- 
‘ther alleges that annual financial statements con- 
cerning the past operations of the Hospital, which 
indicated an inability to defease the bond offering, 
were not included in the offering circular; rather, 
pro forma financials were included without discus- 
sion of the significantly divergent prior financial 
history. 


The Commission’s Complaint further alleged that 
defendants made untrue statements and omitted 
to state material facts concerning, among other 
things, the role, duties and responsibilities of 
counsel to the underwriter and bond counsel. 


On May 28, 1981, the Honorable William C. 
Keady, Chief Judge of the United States District 
Court for the Northern District of Mississippi, 
entered final judgments permanently enjoining the 
defendants from further violations of Sections 
17(a)(2) and 17(a)(3) of the Securities Act. The 
defendants consented to the relief without admit- 
ting or denying the allegations of the Commis- 
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sion’s Complaint. Defendant Sklar was ordered 
also to comply with the undertakings contained in 
his Stipulation and Consent concerning proce- 
dures to be followed in connection with future 
bond issues. 


For further information concerning (i) a related 
administrative proceeding involving Bullington- 
Schas, Tipton and Frost, see Securities Exchange 
Act Release No. 17832; and (ii) a Section 21(a) 
Report involving the role of underwriters counsel, 
see Securities Exchange Act Release No. 17831. 





LITIGATION RELEASE NO. 9367/June 2, 1981 


S.E.C. v. James J. Roach and Michael's Eatery, 
Inc. W.D.N.Y. 81 Civil 419 


Donald N. Malawsky, Administrator of the New 
York Regional Office, announced that on May 22, 
1981, a complaint was filed in the U.S. District 
Court for the Western District of New York against 
James J. Roach and Michael’s Eatery, Inc., a pro- 
jected corporate chain of restaurants, both of 
Corning, New York. The complaint charges Roach 
and Michael’s with violating Sections 5(a), 5(c) 
and 17(a) of the Securities Act of 1933, and Sec- 
tion 10(b) of the Securities Exchange Act of 1934 
and Rule 10b-5 thereunder by offering to sell and 
selling unregistered securities. 


The Complaint alleges that from in or about Sep- 
tember 1979 through the present, Roach sold 
unregistered securities which consisted first of 
partnership interests, and later of common stock, 
in Michael’s totalling over $300,000 to over 170 in- 
vestors. The Complaint further alleges that Roach 
and Michael’s made misrepresentations to inves- 
tors and potential investors of material facts con- 
cerning, among other things: 


1) The return on an investment in Michael’s for the 
first 12 months of the corporation’s retail opera- 
tions; 


2) The risk inherent in Michael’s securities; 


3) The legality of the offering; 
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4) The total number of shares offered for sale, the 
price per share, and dilution of shareholders’ equi- 
ty; 


5) The personal use of funds by Roach; and 


6) The projections as to the commencement of re- 
tail operations of the corporation. 


The Commission’s complaint seeks a Preliminary 
and Permanent Injunction, as well as other equita- 
ble relief against Roach and Michael's. 


Litigation Release No. 9368/June 4, 1981 


SECURITIES AND EXCHANGE COMMISSION v. 
SIERRA LIFE INSURANCE CO., ET AL. U.S.D.C. 
Idaho Civil Action No. 78-1016 


Jack H. Bookey, Administrator of the Commis- 
sion’s Seattle Regional Office, announced that on 
May 6, 1981, the Honorable Ray McNichols, 
United States District Court Judge for the District 
of Idaho, signed an order terminating litigation as 
to Sierra Life Insurance Company and Sandia Life 
Insurance Company, both of Twin Falls, Idaho, 
and Carli D. Ettinger of Albuquerque, New Mexico, 
John Hadley of San Clemente, California, Lyle M. 
Jones of Kimberley, Idaho, A. Bob Jordan of 
Oklahoma City, Lucile H. McClintock of Pittsfield, 
Illinois, Darlene Frazier (as representative of Fred 
M. Frazier, deceased), Lyle F. Frazier and Robert 
R. Nunnelley, who are residents or former resi- 
dents of Twin Falls, Idaho. The complaint in this 
action charged the defendants and eight other per- 
sons with violations of Section 17(a) of the Securi- 
ties Act of 1933, Section 10(b) of the Securities 
Exchange Act of 1934 and Rule 10b-5 under the 
latter Act, and various reporting provisions of the 
Exchange Act and related rules. 


The order terminating litigation was signed with 
the consent of the foregoing defendants who 
waived the necessity of findings of fact and con- 
clusions of law. As a result of the order Sandia Life 
Insurance Company, as a corporation in dissolu- 
tion under New Mexico law, was dismissed with 
prejudice, Sierra was ordered to make certain dis- 
closures to its shareholders, and the remaining 
defendants were ordered to use their best efforts 
to see that such disclosures were made. Defend- 
ants Darlene F. Frazier, Lyle F. Frazier, Lyle M. 
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Jones and Lucile H. McClintock were- ordered to 
disgorge to Sierra profits on insider transactions in 
Sierra stock which totalled $16,901, and which 
were in addition to disgorgements of Sierra stock 
made to Sierra by these persons or their prede- 
cessors in interest after they became aware of the 
Commission’s investigation of this matter. As a 
part of the settlement which led to entry of the 
order, Sierra agreed to a dismissal of its action 
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filed against the Commission in this same Court in 
November, 1977 seeking to enjoin the Commis- 
sion’s impending injunctive action. 


For further information see Litigation Release 
Nos. 8260 and 8401. 
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